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Presidential  Documents 

Title  3 — The  President 

EXECUTIVE  ORDER  11617 

Amending  Executive  Order  No.  11615,  Providing  for  Stabilization 
of  Prices,  Rents,  Wages,  and  Salaries 

By  virtue  of  the  authority  vested  in  me  by  the  Constitution  and 
statutes  of  the  United  States,  including  the  Economic  Stabilization 
Act  of  1970  (P.L.  91-379,  84  Stat.  799),  section  2(b)  of  Executive 
Order  No.  11615  ^  of  August  15,  1971,  is  amended  by  inserting  after 
the  comma  following  the  words  “the  Secretary  of  Labor”,  the  following: 
“the  Secretary  of  Housing  and  Urban  Development,”. 

The  White  House, 

September  2, 1971. 

[FR  Doc.7 1-1 32 1 5  Filed  9-3-7 1 ;  1 1 : 58  am] 
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Rules  and  Regulations 


Title  5— ADMINISTRATIVE 
PERSONNEL 

Chapter  I — Civil  Service  Commission 
PART  213 — EXCEPTED  SERVICE 
Department  of  the  Army 

Section  213.3107  is  amended  to  re¬ 
flect  the  effect  of  organizational  changes 
in  the  Defense  Language  Institute  on  its 
positions  currently  excepted  under 
Schedule  A. 

Effective  on  publication  in  the  Fed¬ 
eral  Register  (9-4-71),  subparagraphs 

(1)  and  (2)  are  amended,  subparagraph 
(3)  is  revoked,  and  subparagraph  (5) 
is  added  imder  paragraph  (g>  of 
§  213.3107  as  set  out  below. 

§213.3107  Department  of  thr  Army. 

(g)  Defense  Language  Institute.  (1) 
Positions  of  instructors  whose  duties  re¬ 
quire  proficiency  in  the  teaching  of  a 
foreign  language,  and  supervisory  in¬ 
structors  whose  duties  require  a  back¬ 
ground  in  language  teaching. 

(2)  Clerk-Typist  positions  at  the  West 
Coast  foreign  language  school  and  the 
Systems  Development  Agency  whose  in¬ 
cumbents  are  required  to  have  a  foreign 
language  knowledge  and  whose  duties 
require  rapid  and  accurate  typing  of 
foreign  language  materials  in  foreign 
language  script  and  proofreading  of  the 
materials  typ^. 

(3)  [Revoked! 

«  *  •  •  • 

(5)  Positions  at  the  Systems  Develop¬ 
ment  Agency  which  require  a  native 
proficiency  in  a  given  foreign  language 
and  whose  incumbents  serve  as  foreign 
language  subject  matter  specialists  to 
sissist  in  the  development  and  evalua¬ 
tion  of  instructional  material  and 
methods  directly  related  to  the  teaching 
of  foreign  languages.  Appointments  un¬ 
der  this  authority  are  made  initially  for 
not  to  exceed  1  year,  but  may  be  ex¬ 
tended  for  no  more  than  1  additional 
year  with  the  prior  approval  of  the  Di¬ 
rector,  Defense  Language  Institute. 

•  •  •  •  • 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10677;  3  CFR 
1954-58  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Sprt, 

Executive  Assistant  to 
the  Commissioners. 

JFR  Doc.71-13036  FUed  9-3-71:8:47  am) 


PART  213— EXCEPTED  SERVICE 

Department  of  Commerce 

Section  213.3114  is  amended  to  show 
that  not  to  exceed  25  positions  of  Field 
Agents  to  conduct  the  1972  Census  of 


Governments  are  excepted  under  Sched¬ 
ule  A  imtil  December  31,  1973. 

Effective  on  publication  in  the  Fed¬ 
eral  Register  (9-4-71),  subparagraph 
(3)  is  added  to  paragraph  (d)  of 
§  213.3114  as  set  out  below. 

§213.3114  Drparlment  of  Commerce. 
«  «  «  «  * 

(d)  Bureau  of  the  Census.  *  *  • 

(3)  Not  to  exceed  25  positions  of  Field 
Agent  to  compile  data  on  taxable  prop¬ 
erty  values,  governmental  finance,  and 
governmental  employment  in  connec¬ 
tion  with  the  1972  Census  of  Govern¬ 
ments.  Employment  under  this 
authority  may  not  exceed  December 
31,1973. 

***** 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Sprt, 

Executive  Assistant  to 
the  Commissioners. 
[FR  Doc.71-13021  Filed  9-3-71:8:47  am] 


PART  213 — EXCEPTED  SERVICE 

Department  of  Defense 

Section  213.3306  is  amended  to  show 
that  one  position  of  Personal  and  Confi¬ 
dential  Assistant  to  the  Assistant  to  the 
Secretary  of  Defense  for  Strategic  Arms 
Limitation  Talks  is  excepted  imder 
Schedule  C. 

Effective  on  publication  in  the  Federal 
Register  (9-4-71),  subparagraph  (41) 
is  added  to  paragraph  (a)  of  9  213.3306 
as  set  out  below. 

§  213.3306  Department  of  Defense. 

(a)  Office  of  the  Secretary.  •  •  • 

(41)  One  Personal  and  Confidential 
Assistant  to  the  Assistant  to  the  Secre¬ 
tary  of  Defense  for  Strategic  Arms  limi¬ 
tation  Talks. 

***** 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 
[FR  Doc.71-13023  Filed  9-3-71:8:47  am] 


PART  213 — EXCEPTED  SERVICE 
Department  of  the  Interior 

Section  213.3312  is  amended  to  show 
that  the  position  of  Confidential  Assist¬ 
ant  to  the  Director,  Office  of  Territories, 
is  no  longer  excepted  under  Schedule 
C.  This  section  is  further  amended  to 
reflect  the  following  headnote  change: 
from  Office  of  Territories  to  Office  of  the 


Deputy  Assistant  Secretary  for  Terri¬ 
torial  Affairs. 

Effective  on  publication  in  the  Federal 
Register  (9-4-71),  the  headnote  of 
paragraph  (1)  is  amended  and  subpara¬ 
graph  (1)  of  paragraph  (1)  is  revoked, 
as  set  out  below. 

§  213.3312  Dopurtiuent  of  tlie  Interior. 
*  *  «  «  « 

(1)  Office  of  the  Deputy  Assistant 
Secretary  for  Territorial  Affairs. 

(1)  [Revoked] 

***** 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 
[FR  Doc.71-13024  Piled  9-3-71:8:47  am] 


PART  213~EXCEPTED  SERVICE 
Department  of  Commerce 

Section  213.3314  is  amended  to  show 
that  one  position  of  Special  Assistant  to 
the  Director,  Bureau  of  the  Censas,  is 
excepted  under  Schedule  C, 

Effective  on  publication  in  the  Federal 
Register  (9-4-71),  subparagraph  (3)  is 
added  to  paragraph  (d)  of  §  213.3314  as 
set  out  below. 

§  213.3314  Department  of  Coniineree. 
•  •  *  *  « 

(d)  Bureau  of  the  Census.  *  *  • 

(3)  One  Special  Assistant  to  the  Di¬ 
rector. 

***** 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58  Comp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioner. 
[FR  Doc.71-13022  Piled  9-3-71:8:47  am] 


PART  213 — EXCEPTED  SERVICE 
Department  of  Labor 

Section  213.3315  is  amended  to  show 
that  in  the  Occupational  Safety  and 
Health  Administration  one  additional 
position  of  Special  Assistant  to  the  As¬ 
sistant  Secretary  and  one  position  of  As¬ 
sistant  to  the  Deputy  Assistant  Secretary 
are  excepted  under  Schedule  C, 

Effective  on  publication  in  the  Federal 
Register  (9-4-71),  subparagraphs  (22) 
and  (23)  are  added  to  paragraph  (a) 
of  9  213.3315  as  set  out  below. 

§  213.3315  Department  of  Labor. 

(a)  Office  of  the  Secretary.  *  •  * 
(22)  One  Special  Assistant  to  the  As- 
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sistant  Secretary  for  Occupational 
Safety  and  Health. 

(23)  One  Assistant  to  the  Deputy  As¬ 
sistant  Secretary  for  Occupational 
Safety  Health. 

•  •  •  •  • 

(5  U.S.C.  secs.  3301.  3302,  E.O.  10577;  3  OFR 
1954-58  Cotnp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[SEAL]  James  C.  Sprt, 

Executive  Assistant  to 
the  Commissioners. 
[FR  Doc.71-13025  Piled  9-3-71:8:47  am] 


PART  213— EXCEPTED  SERVICE 
Action 

Section  213.3359  is  added  to  show  that 
two  positions  of  Special  Assistant  to  the 
Associate  Director  for  Domestic  and 
Anti-Poverty  Operations  are  excepted 
under  Schedule  C. 

Effective  on  publication  in  the  Federal 
Register  (9-4-71),  §  213.3359  is  added  as 
set  out  below. 

§  213.3359  ACTION. 

(a)  Two  Special  Assistants  to  the  As¬ 
sociate  Director  for  Domestic  and  Anti- 
Poverty  Operations. 

(5  U.S.C.  secs.  3301,  3302,  E.O.  10577;  3  CFR 
1954-58,  Oocnp.,  p.  218) 

United  States  Civil  Serv¬ 
ice  Commission, 

[SEAL]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 

[PR  Doc.71-13020  Piled  9-3-71:8:47  am] 


PART  550— PAY  ADMINISTRATION 
(GENERAL) 

Specific  Excepfions 

Section  550.505  is  amended  to  provide 
that  the  limitation  on  pay  from  more 
than  one  position  in  5  U.S.C.  5533(a)  does 
not  itoPly  to  part-time  or  intermittent 
employment  of  National  Guard  tech¬ 
nicians  when  performing  postemergency 
rQ>air  and  maintenance  of  National 
Ghiard  equipment  under  the  terms  of  fire¬ 
fighting  agreements  with  State  National 
Guard  units. 

Effective  August  20,  1971,  paragraph 
(X)  is  added  to  §  550.505  as  set  out  below. 

§  550.505  Specific  exceptionA. 

When  appri^riate  authority  in  the  de¬ 
partment  or  agency  concerned,  or  in  the 
government  of  the  District  of  Columbia, 
determines  that  personal  services  other¬ 
wise  cannot  be  readily  obtained,  section 
5533(a)  of  title  5,  United  States  Code, 
does  not  apply  to; 

•  •  •  •  • 

(x)  Pay  for  part-time  or  intermittent 
employment  of  National  Guard  tech¬ 
nicians  when  performing  postemergency 
repair  and  maintenance  of  National 
Guard  equipment  under  the  terms  of  fire¬ 


fighting  agreements  with  State  National 
Guard  units. 

(6  n.S.C.  sec.  5533) 

United  States  Civil  Serv¬ 
ice  Commission, 

[  seal  ]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 
[PR  Doc.71-13(K27  Piled  9-3-71;  8:47  am] 


Title  7— AGRICULTURE 

Chapter  IX — Consumer  and  Market¬ 
ing  Service  (Marketing  Agreements 
and  Orders;  Fruits,  Vegetables, 
Nuts),  Department  of  Agriculture 

[Lemon  Reg.  496] 

PART  910— LEMONS  GROWN  IN 
CALIFORNIA  AND  ARIZONA 

Limitation  of  Handling 
§  910.796  Lemon  Regulation  496. 

(a)  Findings.  (1)  Pursuant  to  the 
marketing  agreement,  as  amended,  and 
Order  No.  910,  as  amended  (7  CFR  Part 
910;  36  F.R.  9061),  regulating  the  han¬ 
dling  of  lemons  grown  in  California  and 
Arizona,  effective  under  tiie  applicable 
provisions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.S.C.  601-674),  and  upon  the  basis  of 
the  recommendations  and  information 
submitted  by  the  Lemon  Administrative 
Committee,  established  under  the  said 
amended  marketing  agreement  and  or¬ 
der,  and  upon  other  available  informa¬ 
tion,  it  is  hereby  found  that  the  limitation 
of  handling  of  su<^  lemons,  as  herein¬ 
after  provided,  will  tend  to  effectuate  the 
declared  policy  of  the  act. 

(2)  It  is  hereby  further  found  that 
it  is  impracticable  and  contrary  to  the 
public  interest  to  give  pr^iminary  no¬ 
tice  to  engage  in  public  rule-making  pro¬ 
cedure,  and  postpone  the  effective  date 
of  this  section  until  30  days  after  pub¬ 
lication  hereof  in  the  Federal  Register 
(5  U.S.C.  553)  because  the  time  inter¬ 
vening  between  the  date  when  informa¬ 
tion  upon  which  this  section  is  based 
became  available  and  the  time  when  this 
section  must  become  effective  in  order 
to  effectuate  the  declared  policy  cd  the 
act  is  insufficient,  and  a  reasonable  time 
is  permitted,  under  the  circumstances, 
for  preparation  for  such  effective  time; 
and  go(>d  cause  exists  for  making  the  pro¬ 
visions  hereof  effective  as  hereinafter  set 
forth.  The  committee  held  an  open  meet¬ 
ing  during  the  current  week,  after  giv¬ 
ing  due  notice  thereof,  to  consider  sup¬ 
ply  and  market  conditions  for  lemons  and 
the  need  for  regulation;  interested  per¬ 
sons  were  afforded  an  opportunity  to 
submit  information  and  views  at  this 
meeting;  the  recommendation  and  sup¬ 
porting  information  for  regulation  dur¬ 
ing  the  period  specified  herein  were 
promptly  submitted  to  the  Department 
after  such  meeting  was  held;  the  pro¬ 


visions  of  this  section,  including  its 
effective  time,  are  identical  with  the 
aforesaid  recommendation  of  the  com¬ 
mittee,  and  information  concerning  such 
provisions  and  effective  time  has  been 
disseminated  among  handlers  of  such 
lemons;  it  is  necessary,  in  order  to  ef¬ 
fectuate  the  declared  policy  of  the  act, 
to  make  this  section  effective  during  the 
period  herein  specified;  and  compliance 
with  this  section  will  not  require  any 
special  preparation  on  the  part  of  per¬ 
sons  subject  hereto  which  cannot  be  com¬ 
pleted  on  or  before  the  effective  date 
hereof.  Such  committee  meeting  was 
held  on  August  31,  1971. 

(b)  Order.  (1)  The  quantity  of  lemons 
grown  in  California  and  Arizona  which 
may  be  handled  during  the  period  Sep¬ 
tember  5,  1971,  through  September  11, 
1971,  is  hereby  fixed  at  190,844  cartons. 

(2)  As  used  in  this  section,  “handled,** 
and  “carton(s)  ”  have  the  same  meaning 
as  when  used  in  the  said  amended  mar¬ 
keting  agreement  and  order. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-874) 

Dated:  September  2, 1971. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and 
Vegetable  Division,  Consumer 
and  Marketing  Service. 

[PR  Doc.71-13191  Plied  9-3-71:8:56  am] 


PART  945— IRISH  POTATOES  GROWN 

IN  CERTAIN  DESIGNATED  COUN¬ 
TIES  IN  IDAHO  AND  MALHEUR 

COUNTY,  OREG. 

Expenses  and  Rate  of  Assessment 

Notice  of  rule  making  regarding  pro¬ 
posed  expenses  and  rate  of  assessment, 
to  be  effective  under  Marketing  Agree¬ 
ment  No.  98  and  Order  No.  945,  both  as 
amended  (7  CFR  Part  945),  was  pub¬ 
lished  in  the  Federal  Register  August  18, 
1971  (36F.R.  15760). 

This  marketing  order  program  regu¬ 
lates  the  handling  of  Irish  potatoes 
grown  in  designated  counties  in  Idaho 
and  Malheur  County,  Oreg.,  and  is  effec¬ 
tive  under  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
UH.C.  601  et  seq.).  The  notice  afforded 
interested  persons  an  opportunity  to  sub¬ 
mit  written  data,  views,  or  arguments 
pertaining  thereto  not  later  than  10  days 
following  publication  in  the  Federal 
Register.  None  was  filed. 

After  consideration  of  all  relevant 
matters  presented,  including  the  pro¬ 
posals  set  forth  In  the  aforesaid  notice 
which  were  recommended  by  the  Idaho- 
Eastern  Oregon  Potato  Committee,  es¬ 
tablished  pursuant  to  said  amended 
marketing  agreement  and  order,  it  is 
hereby  found  and  determined  that: 

§  945.224  Expon.ses  and  rale  of  a»i»>es.s- 
ment. 

(a)  Expenses.  The  reasonable  ex¬ 
penses  that  are  likely  to  be  incurred 
during  the  fiscal  period  ending  May  31, 
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1972,  by  the  Idaho-Eastern  Oregon  Po¬ 
tato  Committee,  for  its  maintenance  and 
functioning,  and  for  such  other  purposes 
as  the  Secretary  determines  to  be  ap¬ 
propriate,  will  amount  to  $35,520. 

(b)  Rate  of  assessment.  The  r£^te  of 
assessment  to  be  paid  by  each  handler  in 
accordance  with  the  amended  marketing 
agreement  and  this  part,  shall  be  twenty- 
six  hundredths  of  1  cent  ($0.0026)  per 
hundredweight,  or  equivalent  quantity, 
of  potatoes  handled  by  him  as  the  first 
handler  thereof  during  the  fiscal  period. 

(c)  Reserve.  Unexpended  income  in  ex¬ 
cess  of  expenses  for  the  fiscal  period  may 
be  carried  over  as  a  reserve. 

(d)  Definition  of  terms.  Terms  used  in 
this  section  have  the  same  meaning  as 
when  used  in  the  said  amended  market¬ 
ing  agreement  and  this  part. 

It  is  hereby  found  that  good  cause 
exists  for  not  postponing  the  effective 
date  of  this  section  until  30  days  after 
publication  in  the  Federal  Register  (5 
U.S.C.  553)  in  that  (1)  the  relevant  pro¬ 
visions  of  the  said  marketing  agreement 
and  this  part  require  that  the  rate  of 
assessment  for  a  particular  fiscal  period 
shall  be  applicable  to  all  assessable  po¬ 
tatoes  from  the  beginning  of  such  period, 
and  (2)  the  current  fiscal  period  began 
on  June  1,  1971,  and  the  rate  of  assess¬ 
ment  herein  fixed  will  apply  to  all  assess¬ 
able  potatoes  beginning  with  such  date. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  September  1,  1971. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and 
Vegetable  Division,  Consumer 
and  Marketing  Service. 

|FR  Doc.71-13108  Piled  9-3-71:8:54  am) 


PART  958— ONIONS  GROWN  IN  DES¬ 
IGNATED  COUNTIES  IN  IDAHO 

AND  MALHEUR  COUNTY,  OREG. 

Expenses  and  Rate  of  Assessment 

Notice  of  rule  making  regarding  pro¬ 
posed  expenses  and  rate  of  assessment,  to 
be  effective  imder  Marketing  Agreement 
No.  130  and  Order  No.  958,  both  as 
amended  (7  CPR  Part  958),  was  pub¬ 
lished  in  the  Federal  Register  August  12, 
1971  (36F.R.  15054). 

niis  regulatory  program  is  effective 
under  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (7  U.S.C. 
601-674). 

The  notice  afforded  interested  persons 
an  opportunity  to  file  data,  views,  or 
arguments  pertaining  thereto  not  later 
than  15  days  following  its  publication  in 
the  Federal  Register.  None  was  filed. 

After  consideration  of  all  relevant 
matters,  including  the  proposals  set  forth 
in  the  aforesaid  notice  which  were  rec¬ 
ommended  by  the  Idaho-Eastern  Oregon 
Onion  Ccmunittee,  established  pursuant 
to  said  marketing  agreement  and  order, 
it  is  hereby  found  and  determined  that: 

§  958.215  Expenses  and  rate  of  assess¬ 
ment. 

(a)  The  reasonable  expenses  that 
are  likely  to  be  incurred  during  the  fiscal 


period  beginning  July  1,  1971,  and  ending 
June  30, 1972,  by  the  Idaho-Eastern  Ore¬ 
gon  Onion  Committee  for  its  mainte¬ 
nance  and  functioning,  and  for  such  pur¬ 
poses  as  the  Secretary  determines  to  be 
appropriate  will  amount  to  $109,025. 

(b)  The  rate  of  assessment  to  be  paid 
by  each  handler  in  accordance  with  the 
marketing  agreement  and  this  part  shall 
be  $0,033  per  hundredweight  of  onions 
handled  by  him  as  the  first  handler 
thereof  during  said  fiscal  period. 

(c)  Unexpended  income  in  excess  of 
expenses  for  the  fiscal  period  ending 
June  30,  1972,  may  be  carried  over  as  a 
reserve. 

(d)  Terms  used  in  this  section  have 
the  same  meaning  as  when  used  in  the 
said  marketing  agreement  and  this  part. 

It  is  hereby  found  that  good  cause 
exists  for  not  postponing  the  effective 
date  of  this  section  until  30  days  after 
publication  in  the  Federal  Register  (5 
U.S.C.  553)  in  that  (1)  the  relevant  pro¬ 
visions  of  the  said  marketing  agreement 
and  this  part  require  that  the  rate  of 
assessment  for  a  particular  fiscal  period 
shall  be  applicable  to  all  assessable  on¬ 
ions  from  the  beginning  of  such  period, 
and  (2)  the  current  fiscal  period  began 
on  July  1,  1971,  and  the  rate  of  assess¬ 
ment  herein  fixed  will  apply  to  all  assess¬ 
able  onions  beginning  with  such  date. 

(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  September  1, 1971. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg~ 
etable  Division,  Consumer  and 
Marketing  Service. 

JFR  Doc.71-13109  PUed  9-3-71:8:54  am) 


Chapter  X — Consumer  and  Market¬ 
ing  Service  (Marketing  Agreements 
and  Orders;  Milk)  Department  of 
Agriculture 

[Milk  Order  No.  79) 

PART  1079— MILK  IN  THE  DES 
MOINES,  IOWA,  MARKETING  AREA 

Order  Suspending  Certain  Provisions 

This  suspension  order  is  issued  pursu¬ 
ant  to  the  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (7  U.S.C.  601  et  seq.),  and  of 
the  order  regulating  the  handling  of  milk 
in  the  Des  Moines,  Iowa,  marketing  area. 

Notice  of  proposed  rulemaking  was 
published  in  the  Federal  Register  (36 
F.R.  15449)  concerning  a  proposed  sus- 
F>ension  or  termination  of  certain  provi¬ 
sions  of  the  order.  Interested  persons 
were  afforded  opportimity  to  file  written 
data,  views,  and  arguments  thereon. 

After  consideration  of  all  relevant  ma¬ 
terial,  including  the  proposal  set  forth  in 
the  aforesaid  notice,  data,  views,  and  ar¬ 
guments  filed  thereon,  and  other  avail¬ 
able  informaticoi,  it  is  hereby  found  and 
determined  that  for  the  months  of  Sep¬ 
tember  1971  through  February  1972  the 
following  provisions  of  the  order  do  not 
tend  to  effectuate  the  declared  policy  of 
the  Act: 

In  §  1079.44,  all  of  paragraph  (c) ,  and 
in  paragraph  (d)  the  provlsiims  “located 


not  more  than  150  miles  by  the  shortest 
highway  distance,  as  determined  by  the 
market  administrator,  from  the  nearest 
of  the  Post  Offices  of  Corydon,  Creston, 
Des  Moines,  Grinnell,  Jefferson,  and 
Ottumwa.” 

Statement  of  Consideration 

This  suspension  will  make  inoperative, 
during  the  6-month  period  ended  Feb¬ 
ruary  29,  1972,  the  mandatory  class  I 
classification  of  milk  transferred  or  di¬ 
verted  from  a  pool  plant  to  a  nonpool 
plant  located  more  than  150  miles  from 
the  nearest  of  the  six  basing  points  listed 
above. 

A  handler  has  arranged  to  ship  milk 
from  its  Caledonia,  Minn.,  supply  plant 
to  a  distributing  plant  in  Des  Moines 
beginning  September  1,  1971.  The  han¬ 
dler  plans  also  to  dispose  of  its  reserve 
milk  supply  to  its  manufacturing  plant 
in  Caledonia.  Caledonia  is  186  miles  from 
the  nearest  of  the  six  basing  points.  Un¬ 
der  the  present  provisions  milk  moved 
to  such  plant  would  be  classified  as  class 
I  milk  even  though  used  for  manufac¬ 
turing.  Suspension  of  the  150-mile  limi¬ 
tation  will  result  in  the  classifying  of 
milk  so  disposed  on  the  basis  of  its 
actual  use. 

Such  provisions  should  be  suspended 
for  a  6-month  period  rather  than  ter¬ 
minated.  The  6-month  suspension  should 
allow  ample. time  to  hold  a  hearing  at 
which  appropriate  modification  of  the 
provisions  may  be  explored.  Pending  ap¬ 
propriate  modification  of  the  provisions 
based  on  a  hearing  it  is  necessary  to 
suspend  the  150-mile  limitation  on  trans¬ 
fers  and  diversions  to  accommodate  the 
orderly  disposal  of  reserve  milk  supplies 
at  a  manufacturing  plant  near  the  farms 
of  distant  producers  supplying  the 
market. 

It  is  hereby  found  and  determined  that 
30  days’  notice  of  the  effective  date  here¬ 
of  is  impractical,  imnecessary  and  con¬ 
trary  to  the  public  interest  in  that: 

(a)  This  suspension  is  necessary  to  re¬ 
flect  current  marketing  conditions  and 
to  maintain  orderly  marketing  conditions 
in  the  marketing  area  in  that  the  pres¬ 
ent  provision  inhibits  economic  disposal 
of  reserve  milk  from  a  distant  supply 
plant  for  the  Des  Moines  market  be¬ 
cause  of  the  Class  I  classification  pro¬ 
vided  on  any  milk  moved  to  a  nonpool 
plant  located  more  than  150  miles  from 
the  nearest  basing  point. 

(b)  This  suspension  order  does  not  re¬ 
quire  of  persons  affected  substantial  or 
extensive  preparation  prior  to  the  effec¬ 
tive  date;  and 

(c)  Notice  of  proposed  rulemaking  was 
given  interested  parties  and  they  were 
afforded  opportunity  to  file  written  data, 
views  or  arguments  concerning  this  sus¬ 
pension.  None  were  filed  in  opposition. 

Therefore,  good  cause  exists  for  mak¬ 
ing  this  order  effective  during  the  months 
of  September  1971  through  February 
1972. 

It  is  therefore  ordered.  That  the  afore¬ 
said  provisions  of  the  order  are  hereby 
suspended  for  the  months  September 
1971  through  February  1972. 

(Secs.  1-19,  48  stat.  31,  as  amended;  7  U.S.C. 
601-674) 
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Effective  date:  Upon  publication  in  the 
Federal  Register  (9-4-71). 

Signed  at  WashingUm,  D.C.,  cm  Sep¬ 
tember  1,  1971. 

Richard  E.  Lyng. 
Assistant  Secretary. 
(FR  Doc.71-13110  Piled  9-3-71:8:56  am] 

Chapter  XVIII — Farmers  Home  Ad¬ 
ministration,  Department  of  Agri¬ 
culture 

SUBCHAPTER  A — GENERAL  REGULATIONS 
(FHA  Instructions  430.1,  431.1,  432.1,  433.1, 
430.3,  434.1,  430.2] 

PART  1802— SUPERVISION  OF 
BORROWERS 

Part  1802,  Title  7,  Code  of  Federal  Reg¬ 
ulations  is  revised  to  read  as  follows : 

Subpart  A— Individual  Borrower  Families — 
Supervision 

Sec. 

1802.1  General. 

1802.2  Objectives  of  supervision. 

1802.3  Supervisory  methods. 

1802  4  ResponsibUlty  oif  borrower  families. 

1802.5  Responsibility  of  County  Super- 

vis<m3. 

1802.6  Responsibility  of  District  Super¬ 

visors. 

1802.7  Responsibility  of  State  Directors. 
Subparl  B— Planning  With  Individual  Families 

1802.11  General. 

1802.12  Purposes  of  planning. 

1802.13  Participation  and  responsibilities  in 

planning. 

1802.14  Farm  and  hcMne  planning  with  fam¬ 

ilies  engaged  In  farming  financed 
by  FHA. 

1802.15  Planning  with  families  engaged  in 

nonagricultural  enterprises  fi¬ 
nanced  by  FHA  (Form  FHA 
431-8,  “Family  Budget,”  and  Form 
FHA  431-4,  “Business  Analysis 
Nonagricultural  Enterprise"). 

1802.16  Planning  with  famUies  whose  live¬ 

lihood  is  obtained  from  wages,  sal¬ 
aries,  Income  from  nonagricultural 
enterprises  not  financed  by  FHA, 
and  similar  sources. 

Subpart  C— Rscordkeeping — Individual  Families 

1802.21  General. 

1802.22  Pcdicy. 

1802.23  Puiposes  of  recordkeeping  by  indi¬ 

vidual  families. 

1802.24  Types  at  records  to  be  kept  by  indi¬ 

vidual  borrower  families. 

Subpart  D — Analysis — Individual  Borrower 
Operations 

1802.31  General. 

1802.32  Purposes  of  analysis  assistance. 

1802.33  TypM  of  analysis. 

1802.34  Planning  the  type  and  date  of 

analysis. 

1802.35  When  to  make  the  analysis. 

1802.36  Where  to  make  the  analysis. 

1802.37  Preparing  iac  the  analysis. 

1802.38  Steps  in  making  the  analysis. 

1802.39  Documenting  the  results  of  the 

analysis. 

1802.40  State  requirements. 

Subpart  E — Credit  Counseling  Folicies  for 
Applicants  and  Borrowers 

1802.51  Purpose. 

1802.52  Pcdlcy. 


Subpart  F — ^Supervsiory  Visits  and  Related 
Supervisory  Assistance — -Individual  Borrowers 

Sec. 

1802.61  General. 

1802.62  Determining  bcarower  families’ 

needs  fw  supervisory  visits  and  re¬ 
lated  supervisory  assistance. 

1802.63  Supervisory  visits  to  farms,  homes, 

or  nonagricultural  enterprises  of 
borrower  families. 

1802.64  Supervisory  assistance  to  borrower 

famUies  at  the  FHA  office. 

1802.65  Supervisory  assistance  at  places 

“other  than”  the  borrower  family’s 
farm,  home,  nonagricultural  en- 
.  terprlse  or  the  FHA  office. 

1802.66  Supervisory  assistance  to  Individual 

families  by  group  methods. 

1802.67  Supervisory  assistance  by  letters, 

telephone,  return  card  system, 
FHA  bulletins,  news  releases,  and 
spot  radio  and  TV  announcements. 

Subpart  G— Supervision  of  Association  and  Or¬ 
ganization  Borrowers  and  Grant  Recipients,  In¬ 
cluding  Individual  Labor  Housing  and  Rural 
Rental  Housing  Borrowers  With  Loon  Agree¬ 
ments 

1802.71  General. 

1802.72  Definitions. 

1802.73  Objectives  of  supervision. 

1802.74  Extent  of  supervision. 

1802.75  Methods  of  supervision. 

1802.76  Borrowers  responsibilities. 

1802.'r7  Accounts  and  records. 

1802.78  Borrower  reports,  audits,  and  anal¬ 

ysis. 

1802.79  Grant-only  recipients. 

1802.80  State  requirements,  guides,  forms, 

and  other  Issuances. 

Authority:  The  provisions  of  this  Part 
1802  Issued  under  sec.  301,  80  Stat.  379,  5 
U.S.C.  301:  sec.  339,  75  Stat.  318,  7  U.8.C. 
1989:  sec.  4,  64  Stat.  100,  40  U.S.C.  442:  sec. 
510,  63  Stat.  437,  42  U.S.C.  1480:  sec.  602,  78 
Stat.  528,  42  U.S.C.  2942:  Orders  of*  the 
Secretary  of  Agriculture,  29  F.R.  16210,  32 
F.R.  6650,  33  F.R.  9677;  Order  of  Director, 
OEO,  29  FJt.  14764. 

Subpart  A — Individual  Borrower 
Families — Supervision 
§  1802.1  General. 

(a)  This  subpart  sets  forth  the  basic 
Fanners  Home  Administration  (FHA) 
supervisory  policies  and  major  super¬ 
visory  method. 

(b)  The  terms  “supervision”  and  “su¬ 
pervisory  assistance”  as  used  by  FHA 
include  the  broad  scope  of  management 
services  available  through  the  agency  to 
famiUes  receiving  or  utilizing  FHA 
credit. 

§  1802.2  Objectives  of  iiuperviiiion. 

(a)  All  loans  made  by  FHA  are  de¬ 
signed  to  assist  individual  borrower 
famiUes  to  attain  specific  objectives. 
Therefore,  each  borrower  family  will  be 
provided  the  supervision  necessary  to 
achieve  those  objectives  and  to  protect 
the  financial  interest  of  the  Government. 

(b)  The  primary  objectives  of  super¬ 
vision  are  to  assist  such  families  to  make 
profitable  adjustments  and  improve¬ 
ments  in  their  operatifms,  including  the 
adoption  of  key  practices;  improve  their 
level  of  living,  including  the  production 
of  the  maximum  amount  of  hc»ne  pro¬ 
duced  food  feasible;  obtain  decent,  safe, 
and  sanitary  housing;  use  capital,  in¬ 


come,  and  credit  wisely;  pay  their  debts 
on  schedule  and  build  up  equity  in  their 
property;  graduate  to  other  sources  of 
credit  within  a  reasonable  period  of  time, 
equipped  with  adequate  management 
skills  to  maintain  a  profitable  operation; 
and,  carry  out  their  responsibilities  to 
their  communities  and  to  the  Govern¬ 
ment.  Experience  has  conclusively  proven 
that  the  ultimate  success  of  most  fami¬ 
lies  depends  upon  a  proper  combination 
of  the  right  types  and  amounts  of  credit 
with  effective  supervisory  assistance,  par¬ 
ticularly  during  the  early  years  of  their 
loans. 

§  1802.3  Siiprrvi»ory  metbodji. 

The  supervisory  methods  used  by  FHA 
include  the  following: 

(a)  Long-time  planning  with  families 
when  the  major  adjustments  and  im¬ 
provements  needed  will  not  be  accom¬ 
plished  during  the  year  for  which  the 
annual  plan  of  operations  is  developed. 

(b)  Annual  planning  with  families  re¬ 
ceiving  initial  or  subsequent  loans  and 
other  borrower  families  not  receiving 
loans  who  need  further  planning  assist¬ 
ance  to  help  assure  reasonable  progress. 

(c)  Recordkeeping  by  families. 

(d>  Supervisory  visits  to  the  farm, 
home,  or  nonagricultural  enterprise. 

(e)  Group  supervision  of  families  at 
farms  and  other  places  through  group 
training  on  mutual  problems  such  as  pro¬ 
duction,  home  management,  or  self-help 
housing. 

(f)  Supervisory  contacts  in  the  FHA 
office  or  at  places  of  business  from  which 
families  obtain  such  items  as  live¬ 
stock,  machinery,  constructicm  materials, 
goods,  or  services. 

(g)  Timely  guidance  by  letter  or  other 
means  of  commimications. 

(h)  Analysis  of  farm,  home,  or  non¬ 
agricultural  enterprise(s) . 

(1)  Complete  analysis.  With  families 
encountering  both  major  producticm  and 
financial  management  problons,  or 
major  problems  in  reorganizing  their 
resources  or  operations,  or  with  families 
having  Umited  management  experience. 

(2)  Production  management  analysis. 
With  borrower  families  encoimtering 
major  production  management  problems. 

(3)  Financial  management  analysis. 
With  borrower  families  encountering 
major  financial  management  problems. 

(i)  C^redit  counseling  as  to  availability 
and  wise  use  of  credit,  supplementing 
FHA  credit  assistance  and  implementing 
graduation  policies. 

§  1802.4  Rr«poii.sibility  of  borrower 
families. 

In  order  to  obtain  maximum  benefits 
from  FHA  supervised  credit,  families 
must  understand  the  difference  between 
the  FHA  supervised  credit  program  and 
conventional  credit;  participate  to  the 
extent  of  their  capabilities  in  the  analysis 
and  planning  of  their  operations  and  in 
resolving  their  major  resource  and  other 
problems;  initiate  and  carry  out  the  ad¬ 
justments,  improvements,  and  key  prac¬ 
tices  agreed  upon  with  FHA;  maintain 
suitable  records;  make  payments  on  their 
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loans  in  accordance  with  their  ability  to 
do  so;  and  maintain  and  properly  ac¬ 
count  for  security  for  FHA  loans  and 
nonsecurity  property  acqiiired  with  such 
loans. 

§  1802.5  Responsibility  of  County  Su¬ 
pervisors. 

(a)  In  order  to  carry  out  effective 
supervision  with  families,  Coxmty  Super¬ 
visors  must  select  the  supervisory 
methods  which  will  be  most  effective  in 
helping  each  family  and  in  protecting 
the  Interests  of  the  Government;  prop¬ 
erly  assist  them  to  recognize  and  analyze 
their  major  problems;  reach  agreement 
with  them  with  respect  to  how  these 
problems  can  be  resolved  realistically; 
stimulate  them  to  improve  their  situa¬ 
tion  to  the  extent  that  the  desired  prog¬ 
ress  is  made;  and,  organize  their  work 
so  that  a  proper  portion  of  their  time  is 
used  effectively  for  supervision. 

<b)  In  order  to  properly  carry  out  the 
responsibilities  referred  to  above,  Coxmty 
Supervisors  must  keep  currently  in¬ 
formed  with  respect  to  such  factors  as 
the  following  which  relate  to  farm  and 
nonagricultxu^l  enterprises  in  the  area; 
availability  and  terms  of  other  credit; 
successful  types  of  enterprises;  necessary 
resoxu’ces;  capital  investments  required; 
production  requirements,  costs,  and  ex¬ 
pected  retimis;  key  management  prac¬ 
tices;  employment  opportunities;  debt¬ 
paying  ability  of  families;  construction 
methods,  designs,  and  costs;  real  estate 
values;  available  housing;  and,  commu¬ 
nity  problems  and  possibilities. 

(c)  Coxmty  Supervisors  will  review 
periodically  the  progress  of  borrower 
families  and  evaluate  the  effectiveness  of 
the  supervisory  recommendations  and 
methods  being  xised.  Based  on  this  evalu¬ 
ation.  County  Supervisors  will  make  the 
necessary  adjxistments  and  improve¬ 
ments  to  assure  that  their  supervisory 
efforts  obtain  the  desired  resxilts. 

§  1802.6  Responsibility  of  District  Su¬ 
pervisors. 

(a)  District  Supervisors  wiU  keep  cur¬ 
rently  informed  with  respect  to  the 
supervision  being  provided  families  in 
each  County  OfBce  area  in  order  to  deter¬ 
mine  the  extent  to  which  families 
are  receiving  supervision;  supervisory 
methods  are  oriented  to  need;  and,  addi¬ 
tional  training  or  other  corrective  action 
is  reqxiired  to  carry  out  FHA  supervisory 
policies.  District  Supervisors  will  take  the 
necessary  corrective  action  to  provide 
such  additional  training,  with  assistance 
from  other  State  staff  members  when 
needed,  as  is  necessary  to  assure  that 
FHA  supervisory  policies  are  followed. 

(b)  District  Supervisors  will  report  to 
the  State  Director  on  Form  FHA  493-2, 
“District  Supervisor’s  Unit  OflBce  Re¬ 
port,”  and  at  other  appropriate  times 
with  respect  to  the  adeqxiacy  and  effec¬ 
tiveness  of  supervisory  activities  in  each 
County  Office  area;  corrective  action 
taken  and  to  be  taken;  and,  assistance 
needed  from  the  State  Director  or  other 
State  staff  members. 
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§  1802.7  Responsibility  of  State  Direc¬ 
tors. 

(a)  State  Directors  are  responsible  for 
seeing  that  an  effective  sxipervisory  pro¬ 
gram  is  carried  out  in  the  State(s)  in 
accordance  with  the  policies  set  forth  in 
this  subpart. 

(b)  State  Directors  are  encouraged  to 
appoint  a  committee,  consisting  of  loan 
officials  and  other  personnel,  to  be  re- 
six)nsible  to  him  for  developing  and 
carrying  out  training  programs  and  field 
activities  necessary  for  improving  super¬ 
vision  of  borrowers. 

(1)  Training  program  for  FHA  per¬ 
sonnel  will  be  developed  and  carried  out 
as  necessary  to  help  assure  that  they  are 
kept  up  to  date  with  respect  to  the  most 
effective  supervisory  methods  and  tech¬ 
nical  information.  In  providing  train¬ 
ing,  such  methods  as  meetings,  field 
clinics,  demonstrations,  issxiance  of 
technical  data  and  gxiides,  and  individxial 
assistance  will  be  used. 

(c)  State  Directors  will  use  reports  and 
field  trips  to  keep  informed  concerning 
the  effectiveness  of  supervision  of  bor¬ 
rowers.  They  will  initiate  the  additional 
training  or  other  corrective  action  nec¬ 
essary  to  ass’ire  continued  improvement 
in  supervisory  activities. 

Subpart  B — Planning  With  Individual 
Families 

§  1802.11  General. 

This  subpart  prescribes  the  policies 
and  procedxu-es  for  long-time  and  annual 
planning  with  individual  applicants  and 
borrower  families  in  the  following  cate¬ 
gories:  Those  engaged  in  farming;  those 
engaged  in  nonagricxiltural  enterprises; 
and,  those  who  receive  their  livelihood 
from  salaries  and  other  soxu'ces. 

§  1802.12  Purposes  of  planning. 

(a)  Provide  a  basis  for  analyzing  the 
adeqxiacy  of  the  family’s  resources  and 
the  suitability  of  the  operation  and  en- 
terprise(s)  proposed. 

(b) . Enable  the  family  to  think  throxigh 
their  operations  and  to  determine  the 
adjustments,  improvements,  and  key 
practices  to  be  carried  out  as  well  as  the 
capital  required  to  assure  a  successfxil 
operation. 

(c)  Provide  a  guide  for  the  family  in 
planning  for  and  making  the  best  xise 
of  land,  buildings,  equipment,  other  re- 
soxirces,  labor  and  skills,  including 
management. 

(d)  Provide  a  basis  for  determining 
probable  income,  expenses,  and  net  re¬ 
turns  from  the  proposed  operations;  the 
most  profitable  use  of  income  and  credit; 
and,  the  financial  feasibility  of  the 
loan(s)  requested. 

(e)  Provide  the  Coxmty  Supervisor  a 
basis  for  extending  effective  supervisory 
assistance. 

§  1802.13  Participation  and  responsi¬ 
bilities  in  planning. 

(a)  Planning  involves  a  thinking  and 
decisionmaking  process  on  the  part  of 
both  the  family  and  the  Coxmty  Super¬ 
visor.  Each  mxist  participate  in  the  de- 
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velopment  and  analysis  of  the  plan  and 
thoroxighly  xmderstand  it  and  mutually 
agree  to  its  provisions. 

(b)  In  appropriate  cases  the  family’s 
landlord  or  the  other  major  lender  co¬ 
operating  in  financing  them  shoxild  be 
encoxiraged  to  participate  in  the  planning 
process.  In  such  cases,  a  copy  of  the 
plan(s)  may  be  provided  any  landlord 
or  cooperating  lender  who  requests  one. 

(c)  ’The  responsibilities  of  families 
and  Farmers  Home  Administration 
(FHA)  personnel  with  respect  to  de¬ 
veloping  and  carr3dng  out  plans  of  op¬ 
erations  are  prescribed  in  §§  1802.4 
through  1802.7. 

§  1802.14  Farm  and  home  planning  with 
families  engaged  in  farming  financed 
by  FHA. 

(a)  Establishing,  using,  and  revising 
key  farm  and  financial  management 
practices  for  each  County  Office  area. 
(1)  Each  Coxmty  Supervisor  will  estab¬ 
lish  for  his  Coxmty  Office  area  by  major 
farm  enterprises,  a  list  of  key  farm  man¬ 
agement  practices  essential  for  success. 
In  addition  he  will  also  establish  the  key 
financial  management  practices  needed 
to  assure  wise  xise  of  income  and  credit. 
Of  primary  importance  in  considering 
the  selection  of  each  key  practice  is 
whether  or  not  greater  net  cash  income 
can  be  realized  by  the  family  from  its 
use.  The  list  of  key  practices  should  be 
dated  to  show  when  it  was  developed  or 
last  revised,  if  a  revision  has  been  made. 

(2)  In  selecting  key  practices  the 
County  Supervisor  shoxild  utilize  the 
knowledge,  experience,  and  research  re- 
sxilts  of  others  such  as  successfxil  farm¬ 
ers  in  the  area  including  present  and 
former  FHA  borrowers;  agricultural  col¬ 
leges,  extension  service  and  experiment 
stations;  other  agricultural  and  credit 
agencies;  and,  commercial  concerns  and 
cooperative  associations  engaged  in  pur¬ 
chasing  or  processing  farm  products,  or 
in  producing  or  distributing  goods  for 
farm  use. 

(3)  The  list  of  key  practices  estab¬ 
lished  for  a  Coxmty  Office  area  should 
be  reviewed  periodically  and  revised  to 
include  new  proven  practices  which  will 
be  helpfxil  to  applicant  and  borrower 
families.  District  Supervisors  should 
participate  in  this  review. 

(4)  The  key  practices  essential  for 
success  and  which  are  not  already  well 
established  in  each  family’s  farm  and 
home  operations  will  be  discussed  when 
developing  plans  with  them.  The  appro¬ 
priate  ones  which  shoxild  be  adopted  by 
the  family  during  the  year  should  be 
agreed  upon  and  documented  in  Table  D 
of  their  farm  and  home  plan. 

(5)  State  Directors  may  issue  guide¬ 
lines  indicating  the  manner  in  which 
lists  of  key  farm  and  financial  manage¬ 
ment  practices  will  be  established  and 
reviewed  in  the  State,  including  the  re¬ 
sponsibility  of  the  District  Supervisors 
and  the  State  Office  Committee  on  Su¬ 
pervision  for  providing  needed  assist¬ 
ance  in  connection  with  the  key  prac¬ 
tices  program. 

(b)  Correlation  xjoith  plans  and  maps 
developed  by  applicants  in  cooperation 
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with  other  aoencies.  (1)  Applicaats  for 
FHA  assistance  may  already  have  a 
plan  of  operation  for  the  farm  developed 
with  the  assistance  of  the  Soil  Con¬ 
servation  Service  (SCS) ,  the  Federal  Ex¬ 
tension  Service,  or  some  other  agency  or 
farm  management  service.  When  a  plan 
for  the  farm  is  available,  including  any 
conservation  plan  for  progressive  devel¬ 
opment  of  the  farm,  the  County  Siv>er- 
visor  should  secure  a  copy  from  the 
other  agency,  review  it  prior  to  his  plan¬ 
ning  visit  and  malce  fuU  use  of  such  plan. 
The  SCS,  upon  request,  will  provide  the 
Coimty  Supervisor  with  a  copy  of  any 
plan  which  that  Agency  has  assisted  in 
developing  for  the  farm  of  an  applicant 
for  an  FHA  loan.  Other  agencies  should 
be  encouraged  also  to  furnish  a  copy  of 
any  plan  they  have  developed  with  an 
appUcant  for  FHA  credit  assistance.  If 
feasible,  a  copy  of  the  plan  available 
from  another  agency  should  be  retained 
in  the  borrower’s  case  file  for  future 
reference. 

(2)  AppUcants,  especiaUy  those  who 
have  difficult  land  use  problems,  who 
do  not  have  a  plan  for  soil  and  water 
canservaticn  should  utilize  the  services 
available  throu^  the  SCS  whenever 
practicable.  If  it  is  feasible  to  do  so,  this 
plan  should  be  obtained  before  the  FHA 
farm  and  home  plan  is  developed. 

(3)  When  major  changes  are  to  be 
made  in  the  applicant’s  farming  op>era- 
tions  as  a  result  of  the  FHA  loan,  the 
appropriate  representative  of  any  other 
Agency  which  has  a  soil  or  water  con¬ 
servation  or  farm  plan  in  effect  on  the 
applicant’s  farm  should  be  consulted 
concerning  the  changes  to  be  made.  Close 
coordination  should  be  maintained  be¬ 
tween  the  County  Supervisor  and  the 
Agency  assisting  in  the  development  and 
application  of  the  soil  and  water  con¬ 
servation  or  farm  plan.  The  applicant 
should  understand  the  reason  for  the 
changes  and  agree  to  carry  them  out. 

(4)  When  a  longtime  plan  is  to  be 
developed,  a  suitable  map  of  the  farm 
showing  the  farmstead  site,  fields,  per¬ 
manent  pasture,  woodland,  and  so  forth, 
as  they  will  be  after  the  planned  ad¬ 
justments  and  improvements  have  been 
made  should  be  available  in  the  case 
file  for  use  in  developing  the  plan.  A 
copy  of  a  map  prepared  by  the  SCS  or 
A^icultural  Stabilization  and  Conser¬ 
vation  Service,  or  some  other  Agency  or 
farm  management  service,  or  in  connec¬ 
tion  with  a  previous  FHA  loan,  may  be 
adequate  for  this  piupose.  If  a  suitable 
map  of  the  farm  is  not  available  from 
such  a  soiu'ce  one  shoiild  be  prepared 
on  Form  FHA  422-^,  "Map  of  Farm,” 
and  attached  to  the  Form  FHA  431-1, 
"Long-Time  Farm  and  Home  Plan.” 

(c)  Correlation  of  long-time  and  an¬ 
nual  farm  and  home  plans.  When  a 
long-time  plan  is  to  be  developed,  the 
annual  plan  must  be  correlated  with  that 
plan.  Each  annual  plan  should  go  as  far 
as  practicable  in  establishing  the  farm 
organization  and  in  carrsdng  out  the  ad¬ 
justments  and  the  improvements  out¬ 
lined  in  the  long-time  plan. 

(d)  Analyzing  the  resources,  prob¬ 
lems.  and  potential.  A  family  which  de¬ 


pends  primarily  on  farming  for  a 
livelihood  must  have  or  be  able  to  ob¬ 
tain,  with  FHA  assistance,  resources 
adequate  to  assure  a  volume  of  business 
that  will  produce  sufficient  income  to 
enable  the  family  to  succeed  with  the 
planned  operation.  For  any  other  family, 
the  resources,  including  those  obtained 
with  FHA  assistance,  must  be  adequate 
to  produce  sufficient  income  which,  to¬ 
gether  with  ir.come  from  other  somces, 
will  enable  the  family  to  succeed  with 
the  planned  operation.  As  a  basis  for 
developing  a  feasible  plan,  the  family 
and  the  County  Supervisor  will  consider 
the  desires  of  the  family  and  make  an 
analysis  of  the  capabilities,  resources, 
and  needs  of  the  family,  the  farm,  and 
the  home.  The  financial  condition  and 
previous  income  of  the  family  and  the 
productive  resources  of  the  farm  will  be 
evaluated.  Ways  and  means  of  increas¬ 
ing  the  family’s  net  cash  income  and 
improving  their  situation  will  be  con¬ 
sidered  and  discussed. 

(1)  An  analsrsis  of  family  capabilities 
will  include  consideration  of: 

(1)  Farm  background,  training  or  ex¬ 
perience.  The  t3T)es  of  farming  in  which 
the  family  has  worked,  the  niunber  of 
years  in  each  type,  special  farm  training, 
and  any  family  preferences  will  be 
considered, 

(ii)  Farm  and  home  managerial  abil¬ 
ity.  This  will  be  indicated  by  the  con¬ 
dition  of  the  farm,  the  home,  the  live¬ 
stock,  and  the  equipment.  The  size  of  the 
applicant’s  farm  business,  the  yield  per 
acre  and  the  production  per  animal  for 
the  past  year  or  years,  and  the  financial 
status  of  the  family  also  will  be  measiires 
of  their  ability. 

(iii)  Initiative  and  industry  of  appli¬ 
cant  and  wife. 

(iv)  Available  family  labor. 

(V)  Health  problems  or  physical 
handicaps. 

(vl)  Desires  of  the  family  with  respect 
to:  System  of  fanning;  farm  and  home 
development;  farming  methods;  and,  fol¬ 
lowing  key  practices  and  living  within 
their  means. 

(2)  Analysis  of  the  farm  and  home  for 
which  the  plan  is  being  made  will  involve 
inspection  of  fields,  meadows,  pastures, 
and  timberland,  if  any,  and  the  build¬ 
ings,  fences,  equipment,  and  livestock. 
There  should  be  thorough  discussions 
between  the  family  and  the  Coimty  Su¬ 
pervisor  during  this  analysis.  Notes  will 
be  made  while  walking  the  farm  and 
general  agreements  will  be  reached  be¬ 
fore  completing  the  farm  and  home 
plan(s).  Careful  consideration  will  be 
given  to  the  following: 

(i)  Land  resources.  The  amount  of 
available  and  potential  crop  and  pasture 
Isuid  and  its  productivity,  the  acreage 
allotments  available,  the  need  for  addi¬ 
tional  land  or  land  improvement,  and 
the  need  for  conservation  measures  and 
soil  treatment  are  fsictors  of  major  im¬ 
portance  in  determining  suitable  systems 
of  farming.  The  amount  and  produc¬ 
tivity  of  the  land  available  should  be  ade¬ 
quate  for  a  system  of  farming  which  will 
permit  the  best  use  of  family  labor  and 
other  resources  for  the  farming  oper¬ 
ation  under  consideration. 


(ii)  Buildings  and  fences.  The  suit¬ 
ability,  adequacy,  and  adaptability  of 
buildings  and  fences,  and  the  need  for 
repairs  or  additions  to  provide  suitable 
housing  for  the  family  and  to  success¬ 
fully  carry  out  the  proposed  livestock  and 
crop  program  are  essential  considera¬ 
tions.  Over  investment  in  buildings  is  a 
serious  problem  on  many  farms  and  must 
be  avoided  if  a  feasible  plan  is  to  be 
develimed.  On  tenant-operated  farms, 
careful  consideration  should  be  given  to 
needed  repairs  or  additions  to  buildings 
and  fences  during  the  joint  discussions 
between  the  tenant,  landlord,  and  the 
County  Supervisor. 

(iii)  Livestock.  Productive  livestock 
essential  for  the  operation  of  the  farm 
must  be  available  or  plans  made  to  ob¬ 
tain  such  livestock. 

(a)  Generally,  provisions  should  be 
made  for  obtaining  planned  Uvestock 
numbers  as  fast  as  feed  and  pasture  pro¬ 
duction  will  permit,  in  order  that  in¬ 
creased  income  may  be  realized.  Loan 
funds  should  be  used  to  the  extent  neces¬ 
sary  to  get  the  operation  esteJalished  as 
quickly  as  possible  and  on  a  feasible 
basis.  When  a  family  starts  with  only  a 
few  head  of  foundation  Uvestock  with 
the  objective  of  growing  into  a  profitable 
Uvestock  business,  progress  is  usually  too 
slow  to  permit  reaching  their  goal  witl^i^ 
a  reasonable  time,  and  Income  is  insuffi¬ 
cient  to  meet  operating  needs  and  pay 
their  other  obligations. 

(b)  Families  should  start  with  reason¬ 
ably  high-producing  animals  of  good 
quaUty,  and  continue  to  improve  their 
stock  by  the  use  of  good  sires.  This  may 
necessitate  the  culling  of  Uvestock  on 
hand  at  the  beginning,  and  the  purchase 
of  higher  producing  animals. 

(iv)  Farm  equipment.  Equipment  es¬ 
sential  for  and  adapted  to  the  operation 
of  the  farm  must  be  available  or  plans 
made  for  obtaining  items  needed.  Care 
must  be  exercised  to  see  that  investments 
in  equipment  are  consistent  with  the 
type  and  scope  of  operation  to  be  carried 
on  and  with  the  anticipated  Income. 
When  the  volume  of  work  is  too  small  to 
justify  individual  ownership  of  particu¬ 
lar  items  of  equipment,  the  use  of  such 
pn^ierty  should  be  provided  on  a  group 
service  or  custom  basis.  Over  investment 
in  equipment  is  a  serious  problem  on 
many  farms  and  must  be  avoided  if  the 
farm  and  home  plans  are  to  be  finan¬ 
cially  feasible. 

(V)  Home  equipment  and  facilities. 
Home  equipment  must  be  adequate  for 
satisfactory  food  production  and  preser¬ 
vation  and  home  furnishings  must  be 
sufficient  to  meet  the  needs  of  the  family. 
Whenever  feasible,  provisions  will  be 
made  for  such  subsistence  items  as  milk 
cows,  meat  animals,  poultry,  gardens, 
food  preservation  equipment,  and  sup¬ 
plies  and  food  storage  facilities. 

(vl)  Water  supply  and  sanitation.  The 
water  supply  should  be  uncontaminated 
and  as  convenient  as  possible.  It  should 
be  adequate  to  meet  the  needs  of  the  fam¬ 
ily  and  the  farming  system  to  be  fol¬ 
lowed.  For  example,  when  a  Grade  A 
dairy  is  planned,  the  water  supply  and 
•sanitation  must  comply  with  the  regula¬ 
tions  established  for  that  enterprise  if 
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the  plan  is  to  be  based  on  that  system  of 
farming.  Careful  consideration  must  be 
given  to  this  factor  on  tenant  farms  as 
well  as  on  farms  of  owner  operators. 

(e)  Planning  the  use  of  income  and 
credit.  (1)  Planning  with  the  family  for 
the  wise  use  of  income  and  credit  is  a 
fundamental  of  supervised  credit.  When 
effectively  accomplished,  it  can  help  the 
family  to  properly  manage  their  financial 
affairs  by  holding  operating  expenses  to 
the  minimum  consistent  with  profitable 
production;  avoiding  unnecessary  capi¬ 
tal  purchases  and  keeping  investments 
in  buildings,  and  farm  and  home  equip¬ 
ment  in  line  with  actual  needs  and  debt 
paying  ability;  and,  paying  their  debts 
as  they  fall  due. 

(2)  Major  investments  in  such  items 
as  land  acquisition,  buildings,  land  de¬ 
velopment  including  irrigation,  drainage, 
pastiu^  development,  basic  soil  treat¬ 
ment  and  other  major  real  estate  devel¬ 
opment,  should  be  financed  with  long¬ 
term  credit  adapted  to  the  family’s 
needs. 

(3)  Planning  with  families  at  the  out¬ 
set  for  the  proper  use  of  income  and 
credit  also  establishes  an  effective  basis 
for  the  County  Supervisor  in  providing 
followup  supervision  with  respect  to  fi¬ 
nancial  management  when  this  is  needed. 

(4)  The  following  principles  provide 
a  guide  in  establishing  priorities  with 
families  for  use  of  their  income: 

(i)  Pasmient  of  essential  family  living 
and  farm  operating  expenses,  including 
credit  advances  for  the  year  for  such 
purposes. 

(ii)  Payment  of  scheduled  install¬ 
ments  for  the  year  on  both  existing  and 
planned  chattel  and  real  estate  debts. 

(iii)  Payment  of  deliquencies  on  se¬ 
cured  debts.  When  planned  income  is  in- 
s\ifflcient  to  pay  sill  delinquencies,  the 
amount  planned  for  payment  on  each 
debt  will  be  prorated  in  proportion  to  the 
amount  of  delinquency. 

(iv)  Provide  for  making  payments  on 
suiy  unsecm^  debts  and  for  making  ad- 
vsmce  payments  on  chattel  and  real  es¬ 
tate  debts.  Borrowers  should  be  encoiu*- 
aged  to  pay  ahesid  of  schedule  on  chattel 
smd  real  estate  debts  during  years  of 
high  income  in  order  to  protect  their 
equities  in  chattels  and  real  estate  during 
periods  of  low  income. 

(V)  Provide  for  using  any  anticipated 
remaining  income  to  increase  cash  carry¬ 
over,  and  purchase  necessary  capitsd 
goods  for  farm  and  home.  Distribution 
of  income  among  these  items  will  depend 
upon  the  individual  circiunstances  and 
desires  of  the  family. 

(f )  •  Testing  the  feasibility  of  farm  and 
home  plans.  (1)  In  discussing  and  docu¬ 
menting  a  proposed  long-time  and/or 
annual  plan  of  operations  with  a  family, 
diligent  attention  must  be  given  to 
whether  the  various  phases  of  the  plan(s) 
reasonably  can  be  expected  to  be  carried 
out  by  that  particular  family  imder  the 
conditions  which  likely  will  prevail. 
While  conditions  will  vary  substantially 
between  individual  cases,  the  following 
questions  ordinarily  should  be  satisfac¬ 
torily  resolved  by  the  family  and  the 
Coxmty  Supervisor  when  considering  the 
feasibility  of  the  proposed  operations. 


(1)  Is  the  voliune  of  business  adequate 
to  provide  productive  employment  for 
the  family  after  taking  into  considera¬ 
tion  off-farm  employment,  if  any? 

(ii)  Is  the  system  of  farming  adapted 
to  the  farm,  the  operator’s  capabilities 
and  the  area,  and  will  it  contribute  to 
mainlaining  or  improving  the  productive 
capacity  of  the  farm? 

(iii)  Are  planned  increases,  if  any,  in 
voliune  of  business  and  production  per 
unit  realistic  considering  the  capabilities 
of  the  applicant  and  the  family? 

(iv)  Are  the  buildings  and  equipment 
properly  adapted  to  the  type  and  scope 
of  the  proposed  operation? 

(v)  Are  feed  inventories  and  planned 
production  of  feed  and  grazing  adequate 
for  the  livestock  planned? 

(vi)  Are  the  key  practices  which  the 
family  needs  to  adopt  for  success  in¬ 
cluded  in  the  plan? 

(vii)  Are  planned  farm  and  home 
operating  expenses  realistic  considering 
the  operator’s  situation  and  capabilities, 
and  are  these  expenses  reasonably  well 
in  line  with  expenses  of  other  similar 
families  and  farming  operations  in  the 
area? 

(viii)  Is  the  amount  of  loan  funds  and 
the  purposes  for  which  these  funds  are 
planned  to  be  used  consistent  with  the 
family’s  needs  and  their  repayment 
abiUty? 

(ix)  Are  planned  income,  availabiUty 
of  loans,  and  other  credit  timed  so  as 
to  meet  operating  expenses  and  capital 
purchases  when  needed? 

(x)  Have  changes  in  inventory  from 
the  sale  of  livestock  or  equipment  created 
an  impression  of  satisfactory  net  cash 
farm  income  even  though  the  applicant 
would  be  operating  it  at  a  loss?  On  the 
other  hand,  have  plans  to  carry  livestock 
and  farm  production  over  into  another 
year  caused  a  net  cash  income  to  appear 
too  low  even  though  the  applicant  actu¬ 
ally  would  be  making  financial  progress? 

(xi)  Is  the  net  cash  income  large 
enough  after  taking  into  consideration 
inventory  changes  to  enable  the  appli¬ 
cant  to  meet  necessary  payments  on 
debts,  maintain  necessary  livestock,  farm 
and  home  equipment,  and  buildings  to 
the  extent  that  such  expenses  have  not 
been  provided  for  in  the  operating 
expenses? 

(xii)  Is  the  period  over  which  the  debts 
are  scheduled  for  payment  and  the  an¬ 
nual  installments  consistent  with  the 
ability  of  the  applicant  to  pay? 

(2)  If  the  planned  operations  are  not 
feasible  in  any  respect,  the  family  and 
the  Coimty  Supervisor  will  reexamine  the 
proposed  operations  in  an  effort  to  de¬ 
termine  changes  which  realistically  can 
be  made  to  correct  the  deficiencies. 

(g)  Documenting  and  revising  long¬ 
time  farm  and  home  plans  on  Form  FHA 
431-1.  (1)  Long-time  farm  and  home 
plans  will  be  developed  and  documented 
with  families  engaged  in  farming  who  are 
receiving  initial  loans  when  the  major 
adjustments  and  improvements  needed 
will  not  be  accomplished  during  the  year 
for  which  the  annual  plan  is  developed. 
However,  when  the  family  is  presently 
indebted  for  another  type  of  FHA  loan 
and  has  previously  developed  a  long-time 


plan,  such  plan  may  be  appropriately  re¬ 
vised  in  lieu  of  developing  a  new  one. 

(2)  ’The  guides  provided  in  all  FHA 
ofBces  will  be  used  in  documenting  the 
long-time  plan  on  Form  PTIA  431-1. 

(3)  The  long-time  plan  will  be  used  to 
reflect  the  family’s  long-time  aims  and 
objectives  with  respect  to  their  farm  and 
home  operations.  It  will  show  the  farm¬ 
ing  system  to  be  followed;  the  present 
volume  of  business  and  production  levels, 
as  well  as  that  to  be  reached  by  the  time 
the  long-time  farm  and  home  plan  is  in 
full  operation;  the  major  adjustments 
and  improvements  which  will  be  made; 
the  proper  use  and  maintenance  of  the 
land;  and,  the  capital  purchases  required 
to  properly  carry  out  the  plan. 

(i)  Form  FHA  431-1,  when  required, 
will  be  completed  prior  to  preparing  the 
annual  plan  on  Form  FHA  431-2,  “Farm 
and  Home  Plan,’’  since  the  long-time 
plan  provides  the  framework  for  annual 
planning. 

(ii)  A  member  of  the  family  will  be 
encouraged  to  record  the  long-time  plan 
on  a  copy  of  Form  FHA  431-1  to  insure 
better  understanding  of  its  provisions 
and  to  provide  training  which  will  be 
helpful  in  future  planning.  ’The  County 
Supervisor  will  assist  the  family  in  com¬ 
pleting  Form  FHA  431-1  when  he  com¬ 
pletes  the  office  copy. 

(iii)  For  real  estate  loan  borrowers 
with  whom  long-time  plans  are  to  be  de¬ 
veloped,  the  long-time  plan  must  be  com¬ 
pleted  and  show  the  total  land  develop¬ 
ment  and  building  needs  for  the  farm  so 
that  the  improvements  to  be  financed 
with  real  estate  loan  funds  can  be  shown 
on  Form  FHA  424-1,  “Development 
Plan.’’  However,  the  cost  of  Ismd  de¬ 
velopment  and  building  needs  to  be  fi¬ 
nanced  with  real  estate  loans  will  not  be 
entered  on  Form  FHA  431-1. 

(4)  Long-time  farm  and  home  plans 
will  be  revised,  or  new  plans  will  be  de¬ 
veloped  jointly  by  the  family  and  the 
County  Supervisor  as  conditions  require. 
Examples  of  such  conditions  are: 

(i)  Significant  changes  in  the  size  of 
unit  operated,  real  estate  development, 
enterprises,  the  number  of  livestock, 
acreage  of  important  crops,  or  in  tenure 
arrangements. 

(ii)  Significant  changes  in  markets,  la¬ 
bor  supply,  or  other  agricultural  or  eco¬ 
nomic  conditions. 

(iii)  Borrower  moving  to  a  different 
farm. 

(iv)  Failure  to  succeed  under  the 
original  plan  and  feasible  alternatives 
are  available. 

(h)  Documenting  and  revising  annual 
farm  and  home  plans  on  Form  FHA 
431-2.  A  farm  and  home  plan  will  be 
developed  and  documented  with  each 
family  engaged  in  farming  who  receives 
a  loan  or  funds  from  other  credit  sources 
under  a  subordination  agreement  or 
as  a  result  of  FHA  executing  a  lien 
waiver  as  prescribed  herein: 

(1)  Initial  planning,  (i)  Complete  an¬ 
nual  farm  and  home  plans  ordinarly  will 
be  developed  and  documented  on  Form 
PHA  431-2  with  families  engaged  in 
farming  who  receive  initial  loans.  How¬ 
ever,  when  an  initial  operating-type 
loan  (Emergency  (EM), Operating  (OL), 
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or  Economic  Opportunity — Agricultural 
(EO-A) )  is  made  to  an  individual  pres¬ 
ently  indebted  for  an  FHA  loan,  or  to 
an  individual  who  has  paid  his  FHA 
loan(s)  in  full  during  the  current  or 
preceding  crop  year,  an  abbreviated 
farm  and  hcnne  plan  may  be  de¬ 
veloped  and  documented  in  lieu  of  a 
complete  plan  provided  the  other  condi¬ 
tions  in  subparagraph  (2)  (ii)  of  this 
paragraph  are  met. 

(ii)  The  annual  plan  will  be  most  ef¬ 
fective  when  it  covers  the  12 -month 
period  (crop  year)  which  will  most  ac¬ 
curately  reflect  the  annual  cycle  of  the 
borrower’s  enterprise (s).  Thus  the  crop 
year  ordinarily  will  not  be  the  same  for 
all  borrowers  in  a  County  OflQce  area. 

(iii)  When  an  initial  farm  and  home 
plan  is  developed  toward  the  end  of  a 
crop  year  and  the  year’s  business  has 
been  largely  completed,  the  plan  will  be 
for  the  following  crop  year. 

(iv)  When  an  initial  farm  and  hcane 
plan  is  developed  sufficiently  early  in  a 
crop  year  to  influence  significantly  the 
operations  for  the  year,  or  the  loan  is 
to  be  repaid  in  full  from  the  year’s 
operations,  the  plan  will  be  for  the  cur¬ 
rent  crop  year. 

(V)  In  unusual  cases  in  which  the 
provisions  of  subdivision  (iii)  or  (iv)  of 
this  subparagraph  will  not  adequately 
meet  the  situation,  both  an  interim  plan 
for  the  remainder  of  the  current  year’s 
operations  and  an  initial  plan  for  the 
following  crop  year  will  be  developed  and 
documented.  In  such  cases,  the  interim 
plan  will  help  determine  the  probable 
cash  carryover  for  the  beginning  of  the 
crop  year  to  be  covered  in  the  initial 
plan,  and  provide  a  guide  for  the  family 
to  follow  during  the  interim  period. 

(vi)  In  some  cases  major  adjustments 
are  planned  in  a  family’s  proposed  farm¬ 
ing  operations  which  should  result  in  a 
substantial  increase  in  income  in  sub¬ 
sequent  years.  This  income  will  not  be 
reflected  in  the  initial  plan  and,  there¬ 
fore,  the  operations  may  not  appear  to 
be  flnancially  feasible  at  the  outset.  In 
such  cases  a  plan  for  a  typical  year 
after  the  major  adjustments  are  in  ef¬ 
fect  should  be  developed  on  Form  FHA 
431-2  to  test  the  financial  feasibility  of 
the  proposed  operation. 

(2)  Subsequent  planning,  (i)  Complete 
annual  farm  and  home  plans  will  be 
developed  and  document^  on  Form 
FHA  431-2  with  families  engaged  in 
farming  who: 

(a)  Receive  subsequent  FHA  loans  or 
funds  from  other  credit  soiurces  imder 
subordination  agreements  or  as  a  result 
of  executing  a  lien  waiver  as  provided 
in  §  1871.11  of  this  chapter  which  will 
result  in  major  adjustments  in  the  opera¬ 
tions  or  in  significant  increases  in  op¬ 
erating  expenses,  or  debt  payments  over 
previous  years. 

(b)  Continue  to  have  both  major  pro¬ 
duction  and  financial  management  prob¬ 
lems  or  major  reorganization  problems, 
regardless  of  whether  additional  loans 
are  to  be  made. 


(c)  Have  limited  management  experi¬ 
ence  and  will  benefit  significantly  as  a 
result  of  complete  plans. 

(U)  Abbreviated  farm  and  home  plans 
may  be  developed  for  subsequent  years 
with  families  engaged  in  farming  who 
are  not  required  to  have  complete  plans 
under  the  provisions  of  this  subpara¬ 
graph  (2)  who: 

(a)  Receive  subsequent  FHA  loans  or 
funds  from  other  credit  sources  under 
subordination  agreements  or  as  a  result 
of  executing  a  lien  waiver  as  provided  in 
§  1871.11  of  this  chapter,  primarily  for 
operating  expenses  or  for  other  purposes 
which  do  not  result  in  major  adjust¬ 
ments  or  significant  increases  in  operat¬ 
ing  expenses  or  debt  payments. 

(b)  Continue  to  have  either  major 
production  or  major  financial  manage¬ 
ment  problems  regardless  of  whether 
additional  loans  are  made. 

(iii)  Abbreviated  farm  and  home 
plans  will  be  tailored  to  meet  each  bor¬ 
rower’s  particular  needs  for  planning  and 
supervisory  assistance  and  provide  a 
basis  for  the  approval  of  certain  sub¬ 
sequent  FHA  loans.  Guidelines  to  effect 
minimum  documentation  when  abbrevi¬ 
ated  farm  and  home  plans  are  developed 
may  be  found  in  all  FHA  offices. 

(iv)  Form  FHA  431-2  will  be  used  for 
the  minimum  documentation  require¬ 
ments  of  such  plans.  A  guideline  sug¬ 
gested  for  this  purpose  entitled,  “Typical 
Illustrations  of  Abbreviated  Farm  and 
Home  Plans  Showing  How  the  Docu¬ 
mentation  in  the  Various  Tables  Would 
Apply  in  Individual  Cases”  is  available  In 
all  FHA  offices. 

(3)  Revision  of  plans.  Initial  and  sub¬ 
sequent  farm  and  home  plans  will  be 
revised  jointly  by  the  fa^ly  and  the 
County  Supervisor  whenever  there  are 
significant  changes  during  the  year  in 
the  borrower’s  plan  of  operations.  For 
example,  when  changes  are  proposed  in 
the  organization  of  the  farm  business; 
significant  changes  in  planned  practices 
and  improvements  are  necessary;  major 
changes  in  estimates  of  income  and  ex¬ 
penses  are  necessary;  there  is  a  need 
for  making  additional  advances  not  pre¬ 
viously  planned  which  will  be  used  pri¬ 
marily  for  the  current  year’s  operations; 
and,  there  is  a  need  for  makmg  a  small 
advance  not  previously  planned,  and  the 
advance  is  primarily  for  the  following 
year’s  operations.  The  plan  will  be 
marked  “Revision”  and  the  changes 
noted  by  crossmg  out  any  original  esti¬ 
mates  with  a  red  pencil  and  inserting 
new  estimates  immediately  above  the 
items  crossed  out.  When  an  abbreviated 
plan  has  been  developed  for  the  year, 
some  of  the  significant  changes  enumer¬ 
ated  above  may  necessitate  docmnenting 
additional  information  which  was  not  re¬ 
quired  when  the  plan  was  developed. 
These  additions  alw  should  be  made  in 
red  pencil.  If  a  number  of  revisions  m 
the  plan  are  necessary  and  it  becomes 
difficult  to  follow  the  plan  of  operation, 
a  new  form  should  be  prepared.  The  re¬ 
vised  plan  will  be  initialed  and  dated. 


§  1802.15  Planning  with  families  en¬ 
gaged  in  nonagrirultural  enterprises 
finanred  by  FHA — (Form  FHA 
431—3,  “Family  Budget,”  and  Form 
FHA  431—4,  “Business  Analysis 
Nonagrirultural  Enterprise”). 

The  basic  principles  mvolved  in  plan¬ 
ning  with  families  who  receive  loans  for 
nonagricultural  enterprises  are  the  same 
as  those  employed  with  families  receiv¬ 
ing  FHA  loans  for  other  purposes.  How¬ 
ever,  the  wide  variety  of  nonagricultural 
enterprises  which  may  be  financed  cre¬ 
ates  additional  problems  for  FHA  per¬ 
sonnel  in  keeping  properly  informed 
about  all  of  these  enterprises.  In  most 
localities  there  are  persons  or  concerns 
that  upon  request  will  provide  much 
valuable  information  with  respect  to  the 
need  for  and  feasibility  of  various  types 
of  business  ventures,  as  well  as  the  cost 
and  returns  which  can  be  expected  from 
them.  Information  from  such  sources  as 
well  as  the  basic  technical  information, 
knowledge,  and  skills  of  FHA  personnel 
must  be  utilized  effectively  if  the  fami¬ 
lies  receiving  loans  for  nonagricultural 
enterprises  are  to  benefit  from  FHA 
planning  and  supervisory  assistance  and 
make  desired  progress. 

(a)  Forms  to  he  used  in  planning  with 
families  receiving  loans  for  nonagricul¬ 
tural  enterprises.  (1)  Form  FHA  431-3 
ordinarily  will  be  used  in  documenting 
information  concerning  each  family, 
their  financial  situation  and  family  ex¬ 
penses.  However,  when  a  family  will  also 
be  indebted  to  the  FHA  for  a  loan  for 
agricultural  purposes.  Form  FHA  431-2 
will  be  used  to  show  the  necessa^:y  fam¬ 
ily  living  data  in  lieu  of  Form  FHA 
431-3.  Expenses  and  capital  expendi¬ 
tures  docmnented  on  Form  FHA  431-4 
miist  not  be  duplicated  in  any  of  the 
tables  on  Form  FHA  431-3. 

(2)  Form  FHA  431-4  will  be  used  to 
docmnent  information  concerning  the 
establishment  and  operation  of  the  non¬ 
agricultural  enterpnise.  A  guideline  for 
the  documentation  of  information  from 
this  form  with  respect  to  the  preparation 
and  transferring  income  to  summary 
tables  on  Form  FHA  431-3  is  available  in 
all  FHA  offices. 

(3)  The  same  general  principles  with 
respect  to  initial  and  subsequent  plan¬ 
ning,  and  the  use  of  abbreviated  plans 
as  set  forth  in  §  1802.14(h)  (1)  and  (2) 
will  also  be  followed  in  nonagricultmal 
loan  cases. 

(b)  Determining  the  need  for  and  the 
suitability  of  a  proposed  enterprise  in  a 
rural  community.  Before  engaging  in  de¬ 
tailed  planning  in  connection  with  a 
nonagricultural  enterprise,  the  applicant 
and  the  County  Supervisor  will  look  into 
the  need  in  the  community  for  the  prod¬ 
uct  or  service  which  would  be  provided 
by  such  enterprise.  Questions  such  as  the 
following  must  be  satisfactorily  resolved: 

(1)  What  evidence  is  there  that  the 
product  or  service  is  needed  in  the 
community? 

(2)  Would  the  product  or  service  be 
noncompetitive  locally?  To  what  extent 
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are  other  identical  or  similar  enteit>rise6 
ah'eady  supplying  the  proposed  product 
or  service? 

(3)  If  the  product  or  service  is  needed 
in  the  community  but  it  is  not  being  ade¬ 
quately  supplied  locally,  what  public 
benefits  would  result  if  an  enterprise  to 
provide  it  could  be  established?  Would 
the  public  favor  this? 

(c)  Analyzing  the  resources,  problems, 
and  potential — (1)  Family  resources  and 
desires.  When  developing  and  evaluating 
a  plan  of  operation  for  a  nonagricultural 
enterprise,  the  family  and  the  Coimty 
Supervisor  will  give  careful  considera¬ 
tion  to  the  following: 

(1)  Work  and  management  experience, 
skills,  and  capabilities  of  the  applicant 
and  family.  The  type  of  work,  enterprise, 
or  business  in  which  the  family  has  been 
engaged;  the  number  of  years  in  each 
operation;  training  or  skills;  and  man¬ 
agement  experience  will  be  carefully 
considered.  Some  families  will  request 
credit  assistance  to  engage  in  an  enter¬ 
prise  which  has  favorable  potential  in 
the  community  but  with  which  the  fam¬ 
ily  has  no  previous  experience.  In  such 
cases,  special  attention  must  be  given  to 
the  family’s  experience  in  related  fields 
and  their  ability  to  acquire  the  necessary 
new  skills  including  obtaining  training 
in  the  new  field. 

(ii)  Initiative  and  industry  of  appli¬ 
cant  and  family. 

(iii)  Health  problems  or  physical 
handicap^ 

(iv)  Desires  of  the  family. 

(v)  Family  labor  resources.  The  fam¬ 
ily  labor  which  will  be  available  both  in 
the  immediate  future  and  on  a  perma¬ 
nent  basis  will  be  considered  in  deter- 
mming  whether  a  proposed  enterprise 
can  be  operated  by  the  family  with  the 
amount  of  hired  labor  proposed,  if  any. 

(Vi)  Other  family  income.  In  appro¬ 
priate  cases,  an  evaluation  will  be  made 
of  any  other  income  received  by  the  ap¬ 
plicant,  his  wife,  or  other  members  of  the 
family  from  such  sources  as  wages,  re¬ 
tirement  plans,  investments,  and  so  forth, 
if  such  income  is  to  be  available  to  help 
meet  family  living  or  other  operating  ex¬ 
penses  or  debt  payments.  'The  amount, 
reliability,  and  the  period  during  which 
such  income  will  be  available  will  be 
given  appropriate  consideration. 

(2)  Enterprise  resources.  A  careful 
evaluation  should  be  made  with  respect 
to  the  resources  needed  to  properly  carry 
on  the  proposed  enterprise  such  as 
buildings,  land,  equipment,  public  utili¬ 
ties,  transportation  and  marketing  fa¬ 
cilities,  capital,  and  so  forth.  Such  needs 
will  be  compared  to  the  resources  pres¬ 
ently  available  plus  those  which  can  be 
provided  with  the  FHA  credit  and  other 
available  assistance. 

(d)  Documenting  and  revising  plans 
for  nonagricultural  enterprises — (1) 
Planning  production  and  income.  Real¬ 
istic  planning  with  respect  to  the  fol¬ 
lowing  is  fundamental  to  determining  the 
feasibility  of  the  proposed  enterprise: 
Tlie  time  involved  in  establishing  a  busi¬ 
ness  venture  and  attracting  a  favorable 
volume  of  customers;  the  volume  of 
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products  to  be  produced  or  services  to  be 
performed;  the  income  to  be  received, 
and  the  cost  of  operation.  Particular  care 
in  this  regard  needs  to  be  taken  with  re¬ 
spect  to  new  enterprises  in  a  community 
and  those  with  which  the  family  has 
limited  or  no  previous  experience. 

(2)  Planning  capital  expenditures. 
The  need  for  buildings,  equipment,  sub¬ 
stantial  repairs,  and  other  capital  im¬ 
provements  to  place  the  enterprise  in 
operation  and  carry  it  on  successfully  will 
be  planned  and  documented  fully.  Con¬ 
sideration  will  also  be  given  to  capital 
improvements,  additions,  or  replace¬ 
ments  which  need  to  be  made  to  accom¬ 
plish  the  objectives  for  the  typical  year. 

(3)  Planning  operating  expenses.  The 
operating  expenses  needed  to  produce  the 
volume  of  products  or  services  planned 
for  the  first  year  of  operation,  as  well 
as  for  the  typical  year,  will  be  carefully 
estimated.  It  should  be  recognized  that 
“underplanning”  operating  expenses  not 
only  can  handicap  an  operation  but  can 
cause  its  early  failure  as  well.  More  credit 
for  operating  expenses  is  usually  required 
when  establishing  a  new  enterprise  than 
when  financing  an  established  one  due  to 
the  time  lag  involved. 

(4)  Planning  improvements  and  prac¬ 
tices.  Agreement  should  be  reached  with 
the  family  with  respect  to  improvements 
and  key  practices,  including  financial 
management  practices,  that  need  to  be 
carried  out.  The  source  of  fimds  needed 
and  the  supervision  to  be  provided  should 
also  be  agreed  upon  and  documented. 

(5)  Planning  the  use  of  income  and 
credit.  The  same  general  principles  set 
forth  in  §  1802.14(e)  apply  in  nonagri¬ 
cultural  enterprise  loans  as  in  connec¬ 
tion  with  loans  made  for  agricultural 
purposes  to  farm  families. 

(6)  Narrative.  A  narrative  setting 
forth  the  important  information  not 
otherwise  documented  on  Form  FHA 
431-4  will  be  included  under  Table  F  of 
that  form. 

(7)  Testing  the  feasibility  of  the  non¬ 
agricultural  enterprise,  (i)  Some  fami¬ 
lies  obtaining  FHA  loans  for  nonagri- 
cultmal  enterprises  are  dependent 
primarily  upon  such  enterprises  for  a 
livelihood.  These  families  must  have  or  be 
able  to  obtain  with  FHA  and  other  re¬ 
liable  assistance,  resources  adequate  to 
produce  sufficient  income  from  the  en¬ 
terprise  to  enable  the  family  to  pay 
necessary  family  living  and  other  op¬ 
erating  expenses;  pay  their  debts  and 
achieve  reasonable  success  with  the 
planned  operations.  Other  families  will 
obtain  income  from  other  sources  to  sup¬ 
plement  that  to  be  received  from  a  non¬ 
agricultural  enterprise.  In  such  cases  the 
resources  must  be  adequate  to  produce 
sufficient  income  which,  together  with 
the  other  Income,  will  enable  the  family 
to  also  meet  the  above  objectives. 

(ii)  As  a  basis  for  testing  the  pro¬ 
posed  plan  of  operations,  the  family  and 
the  County  Supervisor  will  review  the 
facts  obtained  in  accordance  with  the 
provisions  of  paragraph  (b)  of  this  sec¬ 
tion;  the  family’s  desires,  needs,  capa¬ 
bilities,  and  resources;  Uieir  financial 
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condition  including  previous  earnings; 
and,  the  probable  productive  capacity  of 
the  nonagricultural  enterprise.  They 
should  take  steps  to  assure  that  all  fea¬ 
sible  means  of  increasing  the  family’s 
net  cash  income  and  improving  their 
financial  situation  have  been  considered. 
While  conditions  will  very  substantially 
between  individual  cases,  the  following 
type  of  questions  should  be  satisfactorily 
resolved  by  the  family  and  the  County 
Supervisor  when  considering  the  feasi¬ 
bility  of  the  proposed  operations: 

(a)  Are  the  necessary  resources  avail¬ 
able  or  planned  for  as  compared  to  those 
utilized  in  similar  enterprises  operated 
by  others? 

(5)  Is  the  volume  of  business  adequate 
to  provide  productive  employment  for 
the  applicant  and  the  members  of  the 
family  who  will  depend  on  the  enterprise 
for  their  livelihood? 

(c)  Are  the  improvements  and  key 
practices  which  are  essential  to  success 
included  in  the  plan  of  operations? 

(d)  Are  planned  operating  expenses 
realistic  considering  the  volume  of  busi¬ 
ness  proposed? 

(e)  Has  the  amount  of  loan  funds  and 
the  purposes  for  which  these  funds  are  to 
be  used  been  properly  considered? 

(/)  Are  planned  income,  loans,  and 
other  credit  properly  timed  to  meet  op¬ 
erating  expenses  and  capital  purchases 
when  needed? 

(fir)  Is  the  total  net  cash  income 
which  should  be  available  sufficiently 
large  to  enable  the  applicant  to  meet 
family  living  and  operating  costs,  main¬ 
tenance  needs,  and  depreciation  costs, 
and  make  the  required  payments  on 
debts? 

(iii)  If  the  planned  operations  are  not 
feasible  in  any  respect,  the  family  and 
the  County  Supervisor  will  reexamine  the 
proposed  operations  in  an  effort  to  de¬ 
termine  changes  which  realistically  can 
be  made  to  correct  the  deficiencies. 

(8)  Revision  of  Form  FHA  431-3  and 
Form  FHA  431-4.  These  forms  may  be 
revised  in  the  same  manner  and  under 
the  same  conditions  as  prescribed  for 
Form  FHA  431-2  in  §  1802.14(h)  (3). 

§  1802.16  Planning  with  familim  who.sc 
livelihood  is  obtained  from  wages, 
salaries,  income  from  nonagririih 
tural  ente^rises  not  financed  hy 
FHA,  and  similar  sources. 

As  a  general  rule,  these  will  be  rural 
housing  borrowers.  ’The  basic  principles 
involved  in  planning  with  families  in 
this  group  are  the  same  as  those  em¬ 
ployed  with  families  who  have  or  are  re- 
ceiring  FHA  loans  for  other  purposes. 

(a)  Forms  to  be  used  when  making 
initial  plans  with  such  families.  (1)  Form 
FHA  431-3  will  be  used  in  all  cases  ex¬ 
cept  for  families  who  completed  their 
application  on  Form  FHA  410-4,  “Appli¬ 
cation  for  Rural  Housing  Loan  (Non- 
farm  Tract).”  These  families  will  com¬ 
plete  form  FHA  431-3  only  when  re¬ 
quired  by  g  1822.12(a)  (1)  (i)  and  (ii)  of 
this  chapter. 

(2)  Form  FHA  431-4  may  be  par¬ 
tially  completed  to  documait  the  income 
of  applicants  engaged  in  a  nonagricul- 
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tural  enterprise  when  necessary  to  deter¬ 
mine  their  repayment  ability. 

(b)  Subsequent  plans.  (1)  A  new  or 
subsequent  Form  FHA  431-3  ordinarily 
will  not  be  developed  with  the  family  un¬ 
less  they  are  experiencing  diflBculty  in 
meeting  their  obligations.  In  such  a  case, 
a  complete  analysis  of  the  family’s  debt 
situation  and  income  prospects  should  be 
made  with  the  family  in  an  effort  to 
help  them  improve  their  financial  cir¬ 
cumstances  and  management  practices. 
Such  analysis  will  be  made  in  accordance 
with  the  applicable  provisions  of  Subpart 
D  of  this  part.  The  results  of  such  a  dis¬ 
cussion  and  analysis  should  be  recorded 
on  a  new  Form  FHA  431-3,  and  in  the 
nmning  record. 

(2)  A  new  or  subsequent  Form  FHA 
431-3  will  not  be  developed  for  a  ffunily 
receiving  a  subsequent  Rural  Housing 
loan  unless  the  conditions  in  §  1822.12(a) 
(1)  (i)  or  (ii)  of  this  chapter  exist. 

Subpart  C — Recordkeeping — 
Individual  Families 

§  1802.21  General. 

This  subpart  prescribes  the  policies  for 
recordkeeping  by  individual  families  in 
the  following  categories  who  are  utilizing 
Farmers  Home  Administration  (FHA) 
supervised  credit  assistance:  (a)  Those 
engsiged  in  farming,  (b)  those  engaged  in 
nonagricultural  enterprises,  and  (c) 
those  who  receive  their  livelihood  from 
salaries  and  other  sources,  particularly 
low-income  families  and  others  who  have 
financial  management  problems. 

§  1802.22  Polk-y. 

All  borrower  families  will  be  encour¬ 
aged  to  keep  and  use  an  appropriate  type 
of  farm,  business,  and  family  record  that 
will  enable  them  to  periodically  analyze 
and  improve  their  operations,  including 
their  use  of  income  and  credit. 

(a)  When  necessary,  the  keeping  of  ef¬ 
fective  records  may  be  made  a  condition 
of  loan  approval  or  loan  continuance  with 
certain  families.  For  example,  families 
who  are  encountering  difficulty  in  prop¬ 
erly  managing  their  financial  affairs  may 
be  required  to  ke^  adequate  financial 
records  to  enable  them  to  see  the  need  for 
and  to  improve  their  financial  situation. 

(b)  County  Supervisors  will  provide 
the  necessary  assistance  to  individual 
families  in  selecting,  establishing,  and 
maintaining  a  recordkeeping  system 
tailored  to  their  needs  where  such  assist¬ 
ance  will  likely  attain  the  desired  re¬ 
sults.  The  type  of  operation  carried  on 
by  the  family,  their  capabilities,  the  costs 
of  the  record  system  and  other  related 
factors  will  be  taken  into  consideration 
by  the  County  Supervisor  in  advising  with 
each  fcunily  regarding  the  records  to  be 
maintained. 

§  1802.23  Purposes  of  recordkeeping 
by  individual  families. 

(a)  Enable  tiie  family  at  the  beginning 
of  the  year  to  evaluate  their  financial 
situation  as  compared  to  previous  years. 

(b)  Enable  the  family  to  determine  the 
financial  feasibility  of  the  planned  opera¬ 
tions  based  upon  actual  performance 
during  the  year. 


(c)  Provide  a  basis  for  the  family  and 
the  County  Supervisor,  where  necessary, 
to  review  and  analyze  periodically,  pref¬ 
erably  on  a  monthly  or  quarterly  basis, 
the  trend  of  the  family’s  inc<Mne,  operat¬ 
ing  expenses,  capital  purchases,  debts  in¬ 
curred,  and  debts  paid.  Such  review  and 
analysis  should  provide  a  basis  for  cor¬ 
rection  of  deficiencies  before  major 
financial  problems  occur. 

(d)  Provide  a  basis  for  determining 
progress  made  as  compared  to  previous 
years,  and  making  feasible  plans  for  the 
future  based  on  actual  past  performance 
and  realistic  appraisal  of  the  potential  of 
the  family  and  the  operation  conducted. 

(e)  Provide  the  County  Supervisor  a 
basis  for  determining  the  actual  per¬ 
formance  of  individual  families  and  their 
need  for  further  supervisory  assistance, 
and  tailoring  the  supervision  to  the  actual 
needs  of  families. 

(f )  Provide  information  needed  by  the 
family  in  preparing  their  income  tax 
returns. 

§  1802.24  Types  of  records  lo  be  kept 
by  individual  borrower  families. 

(a)  Individual  applicant  and  borrower 
families  who  likely  will  cooperate  in 
keeping  and  using  records  will  be  en¬ 
couraged  to  use  the  record  book  provided 
by  FHA,  unless  they  have  specific  plans 
for  keeping  other  suitable  records.  When 
a  family  has  been  keeping  or  desires  to 
begin  keeping  a  different  system  of  rec¬ 
ords,  they  may  do  so  in  lieu  of  keeping 
records  in  an  FHA  record  book,  provided 
such  system  will  adequately  meet  their 
needs.  Such  systems  might  include  Col¬ 
lege  of  Agriculture  Record  Keeping  Serv¬ 
ice,  Farm  Management  Association 
Accoimting  Service,  Cooperative  or  Com¬ 
mercial  Mail-in,  Electronic  Farm  Ac¬ 
counting  Service,  and  Commercial 
Bookkeeping  Devices  for  Nonagricultural 
Enterprises  or  Business. 

(b)  The  following  types  of  record 
books  are  available  from  the  FHA: 

(1)  Form  FHA  432-1,  “Farm  Family 
Record  Book,”  is  recommended  for  use 
with  families  who  are  carrying  on  a 
farming  operation,  including  those  who 
also  receive  off-farm  income.  Enterprise 
analysis  sheets  for  determining  the  prof¬ 
its  or  losses  from  individual  farm  enter¬ 
prises  are  also  available  for  use  by  farm 
families  in  conjimction  with  the  Farm 
Family  Record  Book. 

(2)  Form  FHA  432-10,  “Business  and 
.  Family  Record  Book,  is  recommended  for 

use  with  nonfarm  rural  families  who  are 
receiving  their  income  from  nonagricul¬ 
tural  enterprises  or  from  wages,  salaries, 
and  similar  sources.  It  may  also,  be  rec¬ 
ommended  for  use  by  families  carrying 
on  a  significant  recreation  enterprise. 

Subpart  D — Analysis — Individual 
Borrower  Operations 
§  1802.31  General. 

(a)  This  subpart  prescribes  the  poli¬ 
cies  and  methods  to  be  used  in  assisting 
borrower  families  in  analyzing  their 
operations. 

(b)  The  policies  set  forth  in  this  sub¬ 
part  permit  the  exercise  of  wide  latitude 
in  judgment  by  County  Supervisors  in 


adjusting  the  analysis  to  the  major  needs 
of  families;  determining  the  type,  date, 
and  place  of  the  analysis;  and,  docu¬ 
menting  and  reporting  the  results  of  the 
analysis. 

(c)  The  flexible  policies  and  methods 
included  in  this  subpart  are  intended  to 
provide  analysis  assistance  to  a  greater 
number  of  families  needing  such  assist¬ 
ance  than  was  i>ossible  in  the  past. 

(d)  Analysis  assistance  will  be  pro¬ 
vided  select^  families  who  are  operating 
adequate  family  farms;  operating  less 
than  adequate  or  larger  than  adequate 
family  farms;  engaged  in  nonagricul¬ 
tural  enterprises;  and,  obtaining  their 
livelihood  from  salaries  and  other 
sources. 

§  1802.32  Purposes  of  analysiH  aHKiKt- 
ance. 

Analysis  is  a  process  by  which  families 
with  the  assistance  of  the  Coimty  Su¬ 
pervisor  review  and  evaluate  their  pro¬ 
duction,  financial  or  complete  farm  and 
home  or  nonagricultural  operations  to 
determine  progress,  problems,  and  cor¬ 
rective  actions  needed.  An  effective  anal¬ 
ysis  can  assist  families  in  the  following 
ways; 

(a)  Provide  an  effective  method  of  in¬ 
fluencing  them  to  improve  their  opera¬ 
tions. 

(b)  Provide  a  means  for  determining 
whether  the  type  and  scope  of  operations 
is  suitable. 

(c)  Show  the  extent  to  which  key 
practices  and  improvements  have  been 
carried  out. 

(d)  Provide  a  measure  of  progress  to¬ 
ward  graduation  to  other  credit  and  the 
long-time  objectives  of  families. 

(e)  Provide  the  Coimty  Supervisor 
with  a  guide  as  to  the  type  and  amount 
of  supervision  needed  by  selected  fami¬ 
lies. 

§  1802.33  Types  of  analysis. 

County  Supervisors  will  concentrate  on 
the  phase(s)  of  the  operations  needing 
major  improvement  when  providing 
analysis  assistance  to  families  confronted 
with  a  particular  problem  (s).  This  will 
not  only  save  a  substantial  amoimt  of 
time  in  many  cases  but  usually  will  en¬ 
able  the  family  to  understand  specifi¬ 
cally  what  they  need  to  do  to  improve 
their  situation.  The  three  types  of  analy¬ 
sis  available  for  assisting  selected  bor¬ 
rower  families  are  set  forth  below. 

(a)  Complete  analysis.  (1)  Families 
encountering  both  major  production  and 
financial  management  problems  or  ma¬ 
jor  problems  in  reorganizing  their  re¬ 
sources  or  operations,  or  families  hav¬ 
ing  limited  mainagement  experience  or¬ 
dinarily  will  receive  assistance  in  the 
complete  analysis  of  their  operations. 
Some  of  the 'major  problems  creating  a 
need  for  analysis  assistance  are: 

(i)  Production  problems  consisting  of 
such  factors  as  inadequate  or  improper 
use  of  resources,  poor  systems  of  farm¬ 
ing,  or  poor  selection  of  nonagricultural 
enterprises,  or  consistently  low  produc¬ 
tion  from  major  farm,  nonagricultural, 
or  home  food  production  enterprises. 

(ii)  Financial  problems  consisting  of 
such  factors  as  high  operating  or  family 
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living  costs  as  related  to  production  levels 
and  actual  needs,  excessive  capital  pur¬ 
chases,  excessive  indebtedness  on  un¬ 
sound  terms,  and  failure  to  pay  debts  on 
schedule  due  to  management  practices. 

(iii)  Limited  experience  in  managing 
and  operating  a  fstrm  or  nonagricultural 
enterprise  when  complex  enterprises  and 
large  investments  are  involved. 

(2)  When  a  complete  analysis  is  made, 
the  actual  production,  income,  expense, 
debt  payment,  and  practice  accomplish¬ 
ment  coliunns  of  the  plan  for  the  year 
will  be  completed.  The  plan  of  operations 
for  the  ensuing  year  will  be  completed  as 
prescribed  in  Subpart  B  of  this  part. 

(b)  Production  management  analysis. 

(1)  Families  who  are  confronted  only 
with  major  production  problems  such  as 
those  referred  to  in  paragraph  (a)(1)  (i) 
of  this  section,  ordinarily  will  receive 
assistance  in  analyzing  only  the  enter- 
prise(s)  in  which  such  problem(s)  exist. 

(2)  The  actual  production  columns  for 
that  enterprise  will  be  completed  and  re¬ 
lated  key  practices  accomplished  will  be 
shown.  The  plan  of  operations  for  the 
ensuing  year  will  be  completed  as  pre¬ 
scribed  in  Subpart  B  of  this  part. 

(c)  Financial  management  analysis. 
Cl)  Families  who  are  confronted  only 
with  financial  management  problems 
such  as  those  referred  to  in  paragraph 

(a)  (1)  (li)  of  this  section,  ordinarily  will 
receive  assistance  in  analyzing  only  the 
appropriate  financial  data  relating  to 
that  particular  problem.  For  example, 
the  financial  management  problem  may 
be  associated  with  the  family  living,  farm 
operating,  capital  expenditmes,  or  debt 
payments,  or  a  combination  thereof. 

(2)  The  actual  column  for  the  items 
shown  in  the  particular  financial  table(s) 
which  reflects  the  borrower  family’s 
major  problem  will  be  completed.  The 
totals  only,  for  each  of  the  other  finan¬ 
cial  tables  will  be  entered  and  the  actual 
column  of  the  financial  summary  will  be 
completed.  Also,  the  actual  key  financial 
management  practices  accomplished  will 
be  shown.  The  plan  of  operations  for  the 
ensuing  year  will  be  completed  as  pre¬ 
scribed  in  Subpart  B  of  this  part. 

§  1802.34  Planning  the  iMte  and  date  of 
analysis. 

(a)  TTie  County  Supervisor  and  the 
borrower  family  needing  analysis  assist¬ 
ance  will  reach  agreement  upon  the  tirpe 
and  month  of  the  next  analysis  to  be 
carried  out  as  follows: 

<1)  When  Form  FHA  431-2,  “Farm 
and  Home  Plan,”  Form  FHA  431-3, 
“Family  Budget,”  or  Form  FHA  431-4, 
“Business  Analysis — Nonagricultural  En¬ 
terprise,”  as  appropriate,  is  completed  for 
the  ensuing  year,  or 

(2)  When  the  delinquent  and  problem 
case  review  shows  that  a  borrower  family 
not  previously  scheduled  for  an  analysis 
during  the  year  is  encountering  a  major 
problem  which  an  analysis  could  help 
resolve,  or 

(3)  When  supervisory  contacts  or 
other  information  shows  that  a  borrower 
family  not  previously  scheduled  for  an 
analysis  during  the  year  is  encountering 
major  problems  which  an  analysis  could 
help  resolve,  or 


(4)  When  the  type  and  date  of  analy¬ 
sis  previously  planned  for  the  year  with 
a  borrower  family  should  be  changed  due 
to  new  problems  or  situations  which 
make  such  action  necessary  to  properly 
assist  the  family  in  the  analysis  of  their 
operations. 

(b)  The  type  and  month  of  the  analy¬ 
sis  to  be  carried  out  with  each  selected 
family  will  be  documented  as  outlined 
below. 

(1)  When  an  appropriate  planning 
form  as  referred  to  below  has  been  de¬ 
veloped  for  the  year,  the  type  and  month 
of  the  analysis  will  be  shown  as  follows: 

Form  FHA  431-2 — Bottom  line  of  Table  D, 
Form  FHA  431-3 — To  right  of  the  title. 

Form  FHA  431-4 — Bottom  line  of  Table  E. 

(2)  When  an  appropriate  planning 
form  has  not  been  developed  for  the 
year  with  a  particular  family  and  a  de¬ 
cision  is  reached  that  an  analysis  is 
necessary,  the  type  and  month  of  the 
analysis  agreed  upon  will  be  documented 
in  the  running  record. 

§  1802.35  When  to  make  the  analysis. 

The  analysis  should  be  carried  out 
with  each  family  selected  for  such 
assistance  at  the  time  of  the  year  when 
effective  results  can  be  obtained.  Anal¬ 
ysis  activity  will  be  scheduled  over  as 
great  a  portion  of  the  year  as  feasible 
so  as  to  reduce  competition  for  time 
between  analysis  and  loan  processing, 
especially  during  the  winter  months. 

(a)  Complete  analysis.  This  type  of 
analysis  should  be  made  near  the  end 
of  the  family’s  plan  year  so  that  both 
production  and  financial  data  will  be 
complete  enough  to  assure  a  meaning¬ 
ful  analysis  of  the  related  problems  in¬ 
volved.  The  plan  year  may  cover  any 
appropriate  12-month  period.  There¬ 
fore,  all  “complete  analysis”  will  not  be 
scheduled  aroimd.or  following  the  end 
of  the  calendar  3rear. 

(b)  Production  management  analysis. 
This  type  of  analysis  should  be  made 
when  the  particular  enterprise  for  which 
major  production  problems  are  evident 
has  progressed  to  the  point  where  the 
analysis  can  be  meaningful  to  the 
family.  For  example,  a  fall  planted 
wheat  enterprise  might  be  analyzed  as 
soon  as  the  harvest  is  completed  in  Jime. 
An  analysis  of  a  hog  enterprise  might  be 
most  effective  when  farrowing  is  com¬ 
pleted  or  when  litters  are  sold,  depend¬ 
ing  upon  the  nature  of  the  production 
problem.  An  analysis  of  a  dairy  enter¬ 
prise  usually  should  be  made  during  the 
months  when  the  major  production 
problem  necessitating  the  analysis  is 
most  evident. 

(c)  Financial  management  analysis. 
This  type  of  anals^sis  should  be  made 
when  the  necessary  information  will  be 
available  with  respect  to  the  particular 
financial  management  problem  involved. 
For  example,  when  the  problem  neces- 
.sitating  the  analysis  is  in  connection 
with  only  certain  major  expenses  in¬ 
curred  at  a  particular  time  of  year,  the 
analysis  might  be  most  effective  at  that 
time  even  though  the  plan  year  is  not 
yet  complete.  On  the  other  hand,  if  the 
total  amount  of  family  living  and  farm 


operating  expenses  is  the  problem,  the 
analysis  may  need  to  be  made  at  or  near 
the  end  of  the  plan  year. 

§  1802.36  Where  to  make  the  ana1y!«is. 

The  analysis  with  each  selected  family 
should  be  conducted  at  the  place  where 
effective  results  can  be  obtained:  the 
County  Supervisor’s  time  will  be  con¬ 
served;  and,  it  will  be  reasonably  con¬ 
venient  for  the  borrower  family.  Under 
this  policy  the  analysis  may  be  con¬ 
ducted  in  the  Farmers  Home  Adminis¬ 
tration  office,  in  the  family’s  home,  at 
the  borrower’s  place  of  business,  or  at 
another  suitable  place  depending  upon 
the  circiunstances. 

§  1802.37  Preparing  for  the  analysis. 

(a)  A  businesslike  organization  and 
careful  preparation  for  each  type  of 
analysis  are  necessary  if  the  operation  is 
to  be  carried  out  effectively. 

(b)  The  County  Supervisor  must  know 
the  specific  problems  which  are  confront¬ 
ing  each  family  and  how  to  advise  them 
about  the  improvements  needed. 

(c)  The  County  Supervisor  will  prop¬ 
erly  organize  the  preparation  for  the 
analysis  planned,  including  the  advance 
preparation  to  be  made  by  the  family. 
This  will  increase  the  effectiveness  of  the 
analysis  and  save  time.  Therefore,  the 
County  Supervisor  will  notify  each  fam¬ 
ily  a  reasonable  period  in  advance  of  the 
analysis  with  respect  to  the  following: 

(1)  The  major  problems  making  the 
analysis  necessary. 

(2)  The  place,  date,  and  approximate 
time  of  the  analysis. 

(3)  The  advance  preparation  they 
should  make  with  respect  to  documen¬ 
tation  of  actual  production  or  financial 
records  or  key  practices,  depending  upon 
the  type  of  analysis  to  be  made. 

(4)  Their  responsibility  for  advance 
preparation  of  a  new  financial  statement 
where  this  is  needed. 

(5)  'Thinking  through  In  advance  of 
the  analysis  their  pn^osed  operations 
for  the  ensuing  year,  and  making  tenta¬ 
tive  entries  in  specified  tables  of  their 
new  plan. 

(d)  In  cminection  with  each  "complete 
analysis”  to  be  made,  the  Coimty  Super¬ 
visor  should  assign  the  following  respon¬ 
sibilities  to  the  Coimty  Office  Clerk, 
where  applicable.  In  connection  with 
production  or  financial  management 
analysis,  the  County  Office  Clerk’s 
responsibilities  will  be  adjusted  ac¬ 
cordingly. 

(1)  Reviewing  record  books  for 
completeness. 

(2)  Seeing  that  the  “actual”  informa¬ 
tion  needed  has  been  entered  in  the  fam¬ 
ily’s  Form  FHA  431-2  or  Form  FHA 
431-4. 

(3)  Completing  entries  in  the  Coimty 
Office  copy  of  the  plan. 

(4)  Advising  with  families  needing  as¬ 
sistance  in  the  preparation  of  a  new  fi¬ 
nancial  statement. 

(5)  Making  available  to  the  County 
Supervisor  current  information  as  to  the 
status  of  the  family’s  loan  account. 

(6)  Providing  other  material  or  infor¬ 
mation  needed. 
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§  1802.38  Steps  in  making  the  analj^sis. 

The  analysis  will  consist  of  a  review 
and  evaluation  by  the  family  and  the 
County  Supervisor  of  the  major  problems 
creating  the  need  for  the  analysis. 

(a)  Complete  analysis.  When  making 
a  “complete  analysis”  with  a  family,  the 
following  steps,  as  appropriate,  should  be 
taken  by  the  County  Supervisor: 

(1)  Cemsider  the  financial  progress  by 
comparing  the  family’s  financial  situa¬ 
tion  and  net  worth  at  the  beginning  and 
end  of  the  plan  year  and  the  actual  and 
planned  gross  and  net  income. 

(2)  Evaluate  the  adequacy  and  use  of 
resources  and  the  suitability  of  the 
system  of  farming  or  nonagricultural 
enterprise. 

(3)  Compare  actual  production  and 
sales  with  the  amoimts  planned. 

(4)  Compare  actual  food  production 
and  conservation  with  the  amount 
planned. 

(5)  Compare  actual  expenditures  for 
family  living,  farm  operating,  and  capital 
goods  purchased  with  those  planned. 

(6)  Compare  actual  payments  on  debts 
with  those  planned. 

(7)  Summarize  the  major  observations 
resulting  from  the  discussion  and  analy¬ 
sis  and  reach  final  decisions  with  respect 
to  the  improvements  to  be  included  in 
the  plan  of  operations  for  the  ensuing 
year. 

(8)  Relate  the  family’s  progress  and 
financial  status  to  the  requirements  of 
Part  1865  of  this  chapter  with  respect 
to  graduation  to  other  credit  sources. 

(b)  Production  or  financial  manage¬ 
ment  analysis.  When  making  a  produc¬ 
tion  management  or  financial  manage¬ 
ment  analysis,  those  steps  outlined  in 
paragraph  (a)  of  this  section  which  will 
assist  most  in  resolving  the  particular 
problem  necessitating  the  analysis  will 
be  carried  out.  For  example,  a  produc¬ 
tion  management  analysis  might  involve 
all  or  part  of  each  of  the  steps  shown 
under  paragraph  (a)  (2),  (3),  and  (7) 
of  this  section.  On  the  other  hand,  a 
financial  management  analysis  might  in¬ 
volve  part  or  all  of  the  steps  shown  imder 
paragraph  (a)  (1),  (5),  (6),  and  (7)  of 
this  section,  depending  uix)n  the  nature 
of  the  financial  problem. 

§  1802.39  Dorumenting  the  results  of 
the  analysis. 

Coimty  Supervisors  will  document  in 
the  running  record  the  following  infor¬ 
mation  after  the  analysis  is  completed 
with  the  family. 

(a)  The  t3i>e  of  analysis  conducted. 

(b)  The  date  the  analysis  was  carried 
out. 

(c)  A  brief  summary  of  the  major 
problems  which  made  the  analysis 
necessary. 

<d)  A  brief  statement  of  the  agree- 
ment(s)  reached  with  the  borrower 
family  as  a  result  of  the  analysis. 

(e)  Any  followup  actions  required  to 
assist  the  family  to  overcome  their  major 
problems  which  are  not  documented  in 
the  plan  for  the  ensuing  year. 

§  1802.40  State  requirements. 

The  State  Director  may  supplement 
this  requirement  as  necessary  to: 


(a)  Assure  that  the  analysis  policies 
prescribed  herein  will  be  carried  out  in  a 
uniform  and  effective  manner  in  the 
State. 

(b)  Obtain  information  needed  in  the 
State  concerning  the  performance  of 
borrower  families  and  the  results  of  the 
analysis  carried  out  in  each  County 
Office. 

Subpart  E — Credit  Counseling  Policies 
for  Applicants  and  Borrowers 
§  1802.51  Purpose. 

This  subpart  prescribes  the  policies  to 
be  followed  when  counseling  with  appli¬ 
cants  and  other  persons  making  inquiry 
at  Farmers  Home  Administration  (FHA) 
offices  concerning  rural  credit  assistance; 
and.  FHA  borrowers  concerning  the  use 
of  FHA  and  other  credit. 

§  1802.52  Policy. 

(a)  Responsibilities  of  FHA  personnel. 
The  County  Supervisor  and  other  FHA 
personnel  are  responsible  for  counseling 
with  applicants  and  borrowers  concern¬ 
ing  the  wise  use  of  credit  for  making 
profitable  adjustments  and  improve¬ 
ments  in  their  operations;  suitable 
sources  of  credit  in  the  area;  general 
conditions  imder  which  credit  is  usually 
advisable;  and,  the  method  of  present¬ 
ing  their  requests  for  credit  services  to 
other  lenders. 

(b)  Credit  counseling  with  applicants 
who  do  not  qualify  for  FHA  loans.  In¬ 
quiries  and  applications  are  received 
periodically  in  FHA  offices  from  indi¬ 
viduals  who  should  be  able  to  obtain 
suitable  credit  from  other  sources  be¬ 
cause  of  their  incomes,  assets,  and  re¬ 
sources,  or  are  imable  to  qualify  for 
FHA  loans  for  other  reasons,  but  may 
be  able  to  obtain  enough  credit  from 
other  sources  to  continue  their  farming 
operation,  business  enterprise(s),  or  to 
acquire  necessary  buildings  if  their  pro- 
po^  operations  are  adjusted  and  their 
requests  for  credit  are  properly  pre¬ 
sented.  FHA  personnel  will  offer  to  assist 
individuals  in  these  categories  in  ad¬ 
justing  their  plans  of  operation  and 
their  requests  for  credit  if  this  appears 
to  be  needed  to  enable  them  to  obtain 
credit  elsewhere. 

(c)  Credit  counseling  with  eligible  ap¬ 
plicants  and  borrowers  concerning  use 
of  FHA  and  other  credit.  County  Super¬ 
visors  will  assist  eligible  applicants  and 
borrowers  in  planning  for  the  wise  and 
profitable  use  of  credit.  This  will  be  done 
when  FHA  loan  requests  are  being  con¬ 
sidered  and  at  other  appropriate  times 
such  as  during  farm  and  horn?  visits, 
business  analysis  discussions,  and  office 
contacts. 

(1)  Real  estate.  The  following  situa¬ 
tions  require  careful  and  prudent  coim- 
seling  to  be  most  helpful  to  applicants 
and  borrowers. 

(i)  Applicants  for  initial  loans,  who 
are  indebted  to  other  real  estate  lenders 
on  satisfactory  terms,  will  be  required  to 
ascertain  whether  their  present  lenders 
will  increase  the  loan  sufficiently  to  meet 
their  needs.  If  the  present  creditors  are 
unable  to  further  assist  the  applicant 
and  the  iq>plicant’s  request  appears 


sound  and  essential  for  success,  an  indi¬ 
vidual  real  estate  loan  may  be  proc¬ 
essed  after  the  County  Supervisor  has 
further  reviewed  the  applicant’s  pro¬ 
posal  with  the  present  creditors  or  other 
conventional  lenders.  Present  creditors 
may  be  refinanced  under  conditions  out¬ 
lined  in  §§  1821.11(e)  and  1821.19(c) 
of  this  chapter. 

(ii)  It  is  the  policy  of  this  Agency  to 
loan  the  full  amount  of  an  applicant’s 
needs  when  he  is  not  indebted  to  an¬ 
other  creditor  imless  other  credit  is 
available  to  him  at  reasonable  rates  and 
terms. 

(iii)  Applicants  for  initial  loans  need 
to  understand  prior  to  the  time  of  loan 
processing  that  the  FHA  cannot  “team 
up”  with  other  real  estate  lenders  simul¬ 
taneously  with  the  making  of  an  FHA 
loan.  This  means  that  the  FHA  will  not 
make  loans  simultaneously  or  soon  after 
closing  a  loan  by  another  lender  to  sup¬ 
plement  the  amount  the  other  lender 
provides  the  applicant.  Applicants  who 
arrange  for  such  partial  and  inadequate 
financing  would  jeopardize  a  potaitial 
loan  from  this  Agency  to  meet  their  total 
needs. 

(2)  Operating  loans.  Eligible  appli¬ 
cants  and  borrowers  who  can  obtain 
credit  elsewhere  for  such  purposes  as 
the  purchase  of  equipment  or  feeder 
livestock,  and  for  annual  operating  ex¬ 
penses  to  supplement  their  FHA  loan(s) 
ordinarily  will  be  encouraged  and  as¬ 
sisted  to  do  so.  These  arrangements  will 
help  to  conserve  FHA  loan  funds  and 
should  result  in  a  favorable  and  con¬ 
tinuing  relationship  between  the  bor¬ 
rower  and  other  cr^t  sources.  This  will 
permit  the  borrower  to  graduate  to  other 
credit  within  a  reasonable  period  of 
time.  When  arrangements  are  to  be 
made  for  a  borrower  to  obtain  other 
credit  in  lieu  of  additional  FHA  credit 
assistance,  the  following  determinations 
must  be  made: 

(i)  The  total  cost  of  such  credit  is 
not  excessive  when  compared  to  charges 
other  farmers  in  the  area  are  paying  for 
similar  credit. 

(ii)  The  borrower  reasonably  can  be 
expected  to  repay  such  credit  when  it 
falls  due  as  well  as  the  payments  of 
FHA  and  his  other  indebte<toess. 

(iii)  A  prefer  understanding  is 
reached  between  the  borrower,  the  other 
lender  and  the  FHA,  with  respect  to  the 
borrower’s  plan  of  operations;  the 
amount  of  operating-type  credit  in¬ 
volved;  and,  the  date,  source,  and  amount 
of  repa3miait  required  on  the  borrower’s 
debts. 

(d)  Informing  applicants  and  borrow¬ 
ers  about  FHA  graduation  policies. 
County  Supervisors  will  inform  appli¬ 
cants  and  borrowers  of  the  FHA  gradu¬ 
ation  policies  prescribed  in  Part  1865  of 
this  chapter. 

Subpart  F — Supervisory  Visits  and  Re¬ 
lated  Supervisory  Assistance — In¬ 
dividual  Borrower 
§  1802.61  General. 

(a)  ’This  subpart  prescribes  the  pol¬ 
icies  and  procedures  for  carrying  out  su¬ 
pervisory  visits  and  related  supervisory 
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assistance  with  individual  borrower  fam¬ 
ilies.  Such  visits  and  assistance  include 
supervisory  visits  to  farms,  homes,  and 
nonagricultural  enterprises;  supervisory 
assistance  to  families  at  the  Farmers 
Home  Administration  (FHA)  ofiBce;  su¬ 
pervisory  assistance  to  families  at  other 
places;  supervisory  assistance  to  individ¬ 
ual  borrower  families  by  group  methods; 
and,  supervisory  assistance  by  letters, 
telephone,  return  card  system,  FHA  bul¬ 
letins,  news  releases,  and  spot  radio  and 
TV  announcements. 

(b)  SuperviMry  visits  and  related  su¬ 
pervisory  assistance  will  be  carried  out 
as  necessary  to  accomplish  the  purposes 
of  the  loan.  The  FHA  Supervisor  will  give 
careful  consideration  to  selecting  the 
supervisory  method  for  individual  situa¬ 
tions  which  will  be  effective;  be  possible 
of  accomplishment;  and,  enable  him  to 
assist  the  maximum  number  of  families. 

(c)  The  appropriate  FHA  guidelines 
should  be  followed  in  planning  and  docu¬ 
menting  supervisory  visits  and  related 
supervisory  assistance. 

§  1802.62  Determining  borrower  fami¬ 
lies’  needs  for  supervisory  visits  and 
related  supervisory  assistanee. 

(a)  The  need  for  supervisory  assist¬ 
ance  varies  widely  between  families.  This 
is  because  of  the  difference  in  loan  ob¬ 
jectives,  the  family’s  capabilities  and  in¬ 
dustry,  and  the  complexity  of  the  finan¬ 
cial,  farm,  home,  business,  or  community 
problems  confronting  them.  These  fac¬ 
tors,  as  well  as  the  time  and  personnel 
available  for  carrying  out  the  total  FHA 
program  in  the  County  Office  area,  in¬ 
cluding  the  steps  necessary  to  protect 
the  Government’s  interest,  will  be  care¬ 
fully  considered.  This  is  necessary  in  or¬ 
der  to  determine  the  relative  need  for 
supervisory  visits  and  related  supervisory 
assistance  as  between  individual  bor- 
rov/er  families. 

(b)  Visits  to  borrower  families’  farms, 
homes,  and  nonagricultural  enterprises 
will  be  made  when  other  supervisory  as¬ 
sistance  such  as  group  meetings,  office 
contacts,  letters  and  other  means  of  com¬ 
munication  which  are  less  costly  and  less 
time  consuming  will  not  achieve  the  de¬ 
sired  results. 

§  1802.63  Supervisory  visits  to  farms, 
homes,  or  nonagricultural  enter¬ 
prises  of  borrower  families. 

(a)  Scheduling  and  preparing  for  su¬ 
pervisory  visits.  (1)  The  need  for  visits 
will  be  determined  as  outlined  in  S  1802.- 
62  (a)  and  (b).  Also,  the  information 
obtained  and  documented  during  plan¬ 
ning  or  analysis  discussions  and  during 
prior  visits  or  contacts  will  be  consid¬ 
ered  in  determining  each  family’s  rela¬ 
tive  need  for  supervisory  visits. 

(2)  The  specific  purpose  and  date  of 
the  visits  will  be  recorded  and  each 
planned  visit  should  be  scheduled  on  the 
monthly  calendar  of  work. 

(3)  Ordinarily,  borrowers  should  be 
notified  sufficiently  in  advance  of 
planned  visits  so  they  can  reply  in  case 
they  cannot  meet  the  appointment. 

(4)  Just  prior  to  the  visit,  the  County 
Office  Clerk  will  add  to  the  case  folder 


the  loan  information  necessary  for  serv¬ 
icing  purposes  and  any  other  informa¬ 
tion  which  the  FHA  Supervisor  indicates 
will  be  needed  during  his  visit. 

(5)  Just  prior  to  making  the  visit,  the 
FHA  Supervisor  will  review  briefiy  the 
running  case  record.  Forms  FHA  431-1, 
“Long-Time  Farm  and  Home  Plan,’’ 
FHA  431-2,  “Farm  and  Home  Plan,’’ 
431-4,  “Business  Analysis  Nonagricul¬ 
tural  Enterprises,’’  as  appropriate,  the 
supervised  bank  account  record  where 
there  are  any  unexpended  funds  in  such 
accounts,  the  lien  instruments  and  Form 
FHA  462-1,  “Record  of  the  Disposition  of 
Security  Property,’’  in  cases  where  chat¬ 
tel  liens  are  in  effect.  Any  other  per¬ 
tinent  information  which  will  influence 
the  purposes  or  conduct  of  the  visit 
should  also  be  considered.  He  will  make 
preparation  for  accomplishing  all  of  the 
possible  supervisory  and  servicing  ac¬ 
tions  which  may  be  needed. 

(b)  Making  supervisory  visits.  (1)  The 
effectiveness  of  every  visit  depends  pri¬ 
marily  upon  the  FHA  Supervisor’s  prepa¬ 
ration  for  the  visit  and  ut>on  his  ability 
to  recognize  and  evaluate  the  progress 
being  made  by  the  borrower  family  and 
the  major  problems  confronting  them; 
determine  specifically  what  must  be  done 
concerning  these  problems  by  the  family 
and  the  FHA;  and,  influence  the  family 
to  take  the  steps  needed  by  them  to  as¬ 
sure  continued  progress  and  the  correc¬ 
tion  of  major  problems. 

(2)  Visits  should  be  conducted  in  a 
friendly  but  businesslike  manner  by  the 
FHA  Supervisor.  Adequate  time  should 
be  taken  to  discuss  the  problems  and  the 
corrective  action  required.  Usually,  the 
visit  will  be  more  effective  and  time  will 
be  saved  if  the  FHA  Supervisor  and  the 
family  actually  inspect  such  things  as  the 
crops,  land,  livestock,  buildings,  the  non¬ 
agricultural  enterprise  and  records  while 
they  are  under  discussion. 

(3)  The  predetermined  purpose (s)  of 
each  visit  and  the  actual  situations  en¬ 
countered  while  making  the  visit  will  be 
considered  by  the  FHA  Supervisor  in  de¬ 
termining  the  approach  needed  during 
the  visit,  and  the  use  of  the  time  avail¬ 
able  for  that  visit. 

(4)  The  following  steps  are  conducive 
to  an  orderly  and  complete  supervisory 
visit  but  should  be  varied  to  meet  the 
family’s  individual  needs  and  situation: 

(i)  Review  briefly  with  the  family  the 
major  purpx)se(s)  of  the  visit. 

(ii)  Review  the  records  being  kept  by 
the  family,  including  such  items  as  pres¬ 
ent  production  trends;  the  record  and 
monthly  trend  of  income  and  expjenses; 
capital  expienditures;  debts  incurred; 
and,  payments  on  debts.  Emphasis  will 
be  placed  up>on  encouraging  and  helping 
the  family  in  keeping  and  using  ^eir 
records  to  improve  their  op>erations.  The 
emphasis  helpis  to  assure  that  the  fam¬ 
ily’s  records  also  will  be  adequate  when 
needed  for  an  effective  monthly  or  quar¬ 
terly  review  or  an  annual  analysis 
discussion. 

(iii)  Note  the  condition  of  the  farm, 
home,  other  buildings  and  fences;  live¬ 
stock;  equipment;  crops;  feed  supply; 
garden  and  home  food  production;  and. 


other  appropriate  resources  and  enter¬ 
prises.  Consider  any  major  family  living 
problems.  Evaluate  production,  income 
and  debt  payment  potential  based  upon 
the  conditions  found. 

(iv)  Evaluate  the  progress  being  made 
with  resp>ect  to  planned  development  and 
adjustments.  Any  changes  needed  in 
planned  development  or  completion  dates 
will  be  discussed  and  agreed  upjon.  Re¬ 
view  the  progress  made  in  carrying  out 
other  agreements  reached  previously. 
Discuss  with  the  family  the  progress 
being  made,  problems  which  are  evident, 
the  changes  or  practices  necessary  to  im¬ 
prove  or  correct  any  adverse  conditions, 
and  the  amount  and  source  of  funds  re¬ 
quired.  Sufficient  time  should  be  allowed 
to  look  into  and  discuss  the  problems  and. 
questions  raised  by  the  family  dining  the 
visit. 

(V)  When  the  family  is  not  familiar 
with  the  techniques  necessary  in  con¬ 
nection  with  the  adoption  of  a  new  prac¬ 
tice  or  the  correction  of  an  existing 
problem,  the  FHA  Supervisor  ordinarily 
should  demonstrate  how  it  should  be 
done.  If  this  is  not  feasible,  he  should 
assist  the  borrower  family  in  obtaining 
the  services  of  a  competent  specialist 
such  as  the  Agricultural  Extension 
Agent,  a  Soil  Conservation  Service  tech¬ 
nician.  a  veterinarian  or  other  appropri¬ 
ate  specialist.  It  also  may  be  helpful  in 
some  situations  to  arrange  for  the  bor¬ 
rower  or  certain  members  of  his  family 
to  visit  some  other  family  who  has  mas¬ 
tered  the  practice,  or  to  attend  a  demon¬ 
stration  by  some  other  qualified  indi¬ 
vidual.  When  a  number  of  borrower 
families  in  a  local  area  are  encountering 
similar  problems,  a  group  meeting  or 
demonstration  should  be  considered  as 
provided  in  §  1802.66  to  resolve  the 
problems. 

(vi)  At  least  once  each  year  (except 
for  Rural  Housing  (RH)  loans  on  non¬ 
farm  tracts),  an  inspection  or  sight 
check  should  be  made  to  determine 
whether  the  chattels  and  real  property, 
including  land  and  buildings,  serving  as 
security  for  the  FHA  loan(s)  are  being 
properly  maintained;  whether  the  family 
is  in  possession  of  such  property  and 
other  property  essential  to  their  opera¬ 
tions:  and,  the  family’s  need  for  further 
assistance  and  their  progress  toward 
graduation  to  other  credit.  In  cases  in¬ 
volving  borrowers  with  RH  loans  on 
nonfarm  tracts,  an  inspection  ordinarily 
will  be  made  every  3  years.  An  annual 
inspection  will  be  made,  however,  if  the 
borrower  is  delinquent,  or  otherwise  in 
default,  or  problems  exist  involving  the 
security  property.  In  cases  where  the 
borrower  family  is  receiving  other  super¬ 
visory  visits  during  the  year,  necessary 
sight  checks  and  inspections  ordinarily 
will  be  accomplished  during  those  visits. 
In  some  cases  the  inspections  or  sight 
checks  may  be  carried  out  by  means  of 
“stop  by’’  visits  when  the  FHA  Super¬ 
visor  is  in  the  vicinity  for  other  purposes. 
Special  trips  for  inspections  or  sight 
checks  should  be  avoided,  except  when 
the  checking  of  security  must  be  done 
during  a  scheduled  part  of  the  borrower’s 
operations,  such  as  during  a  roundup  of 
livestock  or  at  branding  time. 
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(vii)  Assist  the  borrower  family  in 
making  needed  adjustments  or  revisions 
in  their  plans  and  to  document  such 
changes  on  their  copy  of  the  appropriate 
planning  form.  The  FHA  Supervisor 
should  make  the  needed  changes  in  the 
FHA  copies  of  these  forms.  Entries  also 
should  be  made  on  the  forms  in  appro¬ 
priate  cases  with  respect  to  the  actual 
production  and  income  for  enterprises 
completed  for  the  year  and  the  prac¬ 
tices  completed.  In  cases  where  plans 
are  required  for  subsequent  years,  a  new 
copy  of  the  planning  form  may  be  used 
to  record  any  tentative  plans  agreed 
upon  between  the  FHA  Supervisor  and 
the  borrower  with  respect  to  the  next 
year’s  operations. 

(viii)  Inspect  the  major  purchases 
made  with  loan  funds  by  the  borrower 
family  if  this  has  not  already  been  done. 
Review  with  them  the  use  of  any  loan 
funds  remaining  in  the  supervised  bank 
accoimt  and  how  to  make  any  difBcult 
pmchases  not  yet  completed. 

(ix)  Consider  with  the  family  the  ade¬ 
quacy  of  property  insiirance  and  discuss 
any  pending  partial  releases,  subordina¬ 
tions  or  leases  affecting  FHA  security 
property. 

(x)  Review  amoimt,  time,  and  somce 
of  i>a3mients  agreed  ui>on  in  the  plan  for 
the  year.  Make  cc^lections  as  feasible. 
When  payments  have  not  or  cannot  be 
met  as  planned,  agreement  should  be 
reached  between  the  FHA  Supervisor 
and  the  borrower  family  concerning  the 
revised  amounts,  dates  and  sources  of 
payment  based  upon  the  probable  in¬ 
come  and  expenses  diiring  the  remain¬ 
der  of  the  year.  Agreement  will  also  be 
reached  as  to  adjustments  in  payments 
which  need  to  be  considered  with  the 
family’s  other  major  creditors.  • 

(xi)  Summarize  the  key  points  of  the 
visit  with  the  borrower  family  and  re¬ 
emphasize  those  things  which  they  are 
most  likely  to  overlook. 

(xii)  Ccxnmend  the  borrower  family 
on  the  progress  made  since  the  last  visit 
and  discuss  the  probable  time  and  pur¬ 
pose  of  the  next  visit. 

(c)  Recording  supervisory  visits  in  the 
running  record.  Immediately  following 
the  completion  of  a  visit,  concise,  per¬ 
tinent  notes  will  be  made  concerning  the 
visit  by  the  FHA  Supervisor  in  a  legible 
maimer  in  the  running  case  record.  A 
record  of  the  supervisory  visits  made  will 
be  recorded  in  “Supervisory  Assistance’’ 
section  of  Form  FHA  405-15,  “Semi¬ 
annual  Tally.’’ 

(d)  Improving  and  evaluating  the 
effectiveness  of  supervisory  visits.  FHA 
Supervisors  must  study  critically  their 
techniques  in  making  visits  if  they  are  to 
attain  a  high  degree  of  effectivoiess  dur¬ 
ing  such  visits.  Ijeu:k  of  favorable  re¬ 
sponse  by  borrower  families  sometimes 
is  due  to  ineffective  supervisory  tech¬ 
niques.  Until  new  FHA  Supervisors  be¬ 
come  proficient  in  making  supervisory 
visits  they  should  periodically  evaluate 
their  visits  by  use  of  guidelines  available 
in  all  FHA  offices. 


§  1802.64  SuperviKory  aHitistance  to 
borrower  families  at  the  FHA  office. 

Some  borrower  families  respond  read¬ 
ily  to  supervisory  assistance  with  certain 
problems  during  visits  to  the  FHA  office 
for  this  purpose.  Ordinarily,  the  purposes 
of  such  visits  are  more  limited  in  scope 
than  tlie  purposes  for  which  supervisory 
visits  are  scheduled  to  the  farms  and 
homes  of  families.  Supervisory  assistance 
should  be  provided  families  at  the  FHA 
office  in  appropriate  situations  in  order 
to  conserve  the  time  and  travel  of  the 
FHA  Supervisor  and  thereby  help  assure 
that  as  many  families  as  possible  are 
provided  the  assistance  they  need. 

(a)  Scheduling  and  preparing  for 
visits  of  families  to  the  FHA  office  for 
supervisory  assistance.  (1)  Visits  of  bor¬ 
rower  families  to  the  FHA  office  for 
supervisory  assistance  will  be  scheduled 
for  specific  purposes.  The  appropriate 
provisions  of  §  1802.63(a)  must  be  ob¬ 
served  in  scheduling  and  preparing  for 
such  visits  if  they  are  to  be  effective. 
It  is  recognized  that  some  families  will 
volu'-tarily  visit  the  Coimty  Office  to 
obtain  supervisory  assistance  and  that 
advance  preparation  cannot  ordinarily 
be  made  in  such  cases.  However,  when  a 
family  requests  an  appointment  at  the 
office  for  supervisory  assistance,  prepara¬ 
tion  for  the  discussion  with  them  should 
be  made  in  the  same  manner  as  pre¬ 
scribed  for  a  supervisory  visit  to  their 
farm,  home,  or  nonagricultural  enter¬ 
prise. 

(b)  Supervisory  assistance  to  families 
during  visits  to  the  FHA  office.  (1)  The 
conduct  of  the  discussion  will  depend 
upon  the  purposes  for  which  the  family 
was  scheduled  or  volimtarily  came  to 
the  FHA  office. 

(2)  The  discussion  should  be  con¬ 
ducted  in  a  friendly  but  businesslike 
manner.  Adequate  time  should  be  taken 
to  discuss  the  problems  and  questions 
raised  by  the  family  and  the  corrective 
actions  to  be  taken  as  well  as  those  for 
which  the  visit  was  scheduled. 

(3)  In  appropriate  situations,  the 
family  should  be  requested  to  bring  their 
Form  FHA  432-1,  “Farm  Family  Record 
Book,’’  with  them  to  the  FHA  office.  Such 
factors  as  production,  Income,  expenses, 
capital  purchases,  debts  incurred,  and 
debts  paid  up  to  that  time  should  be  re¬ 
viewed  and  discussed.  This  will  enable 
the  family  and  the  FHA  Supervisor  to 
evaluate  the  progress  being  made  and 
the  further  adjustments  or  changes 
needed. 

(4)  The  FHA  Supervisor  should  sum¬ 
marize  the  key  points  of  the  visit  with 
the  family  and  reemphasize  those  things 
vdiich  they  are  most  likely  to  overlook. 
He  should  commend  the  family  oh  the 
progress  made  since  the  last  sup>ervisory 
contact  made  with  them. 

(5)  The  FHA  Supervisor  should  dis¬ 
cuss  the  probable  time  and  purpose  of 
the  next  visit  if  it  can  be  determined  at 
that  time. 

(c)  Recording  visits  of  families  to  the 
FHA  office  for  supervisory  assistance  in 


the  running  record.  Immediately  upon 
the  completion  of  a  visit,  concise,  perti¬ 
nent  notes  will  be  made  concerning  the 
family’s  visit  in  a  legible  manner  in  the 
running  case  record.  This  will  include 
visits  voluntarily  made  by  borrower  fam¬ 
ilies  to  obtain  supervisory  assistance  as 
well  as  visits  of  families  scheduled  to  the 
County  Office  by  FHA  for  a  specific  su¬ 
pervisory  purpose.  A  record  of  the  visits 
made  by  families  to  the  FHA  County 
Office  for  supervisory  assistance  will  be 
documented  in  the  “Supervisory  Assist¬ 
ance’’  section  of  Form  FHA  405-15.  Visits 
of  families  for  only  routine  servicing  ac¬ 
tions  such  as  to  obtain  checks,  make  a 
payment,  or  obtain  the  release  of  normal 
income  security  will  not  be  reported  un¬ 
der  this  section  as  supervisory  assistance, 

§  1802.65  Supervisory  assistance  at 
places  “other  than^’  tlie  borrower 
family's  farm,  home,  nonagricultural 
enterprise  or  the  FHA  office. 

Some  borrower  families  need  supervis¬ 
ory  assistance  in  evaluating  and  select¬ 
ing  land,  livestock,  equipment,  construc¬ 
tion  plans  and  materials,  buildings,  land, 
or  other  rental  contracts  and  goods  and 
services  best  adapted  to  their  needs  at 
prices  they  can  afford.  Some  also  need 
assistance  in  making  needed  credit  ar¬ 
rangements  with  other  credit  sources  in 
order  to  properly  supplement  FHA  credit. 
Others  need  assistance  in  working  out 
equitable  lease  arrangements  with  land¬ 
lords.  Such  supervisory  assistance  is  es¬ 
pecially  important  with  families  receiv¬ 
ing  initial  FHA  loans  who  are  relatively 
inexperienced,  or  who  previously  have 
encountered  serious  problems  in  this  con¬ 
nection.  With  such  families  it  may  not  be 
possible  to  accomplish  the  objectives  of 
the  loan  unless  effective  supervisory  as¬ 
sistance  is  provided  at  the  outset.  Also, 
such  assistance  may  eliminate  the  need 
for  a  much  greater  amount  of  supervi¬ 
sion  later  in  an  attempt  to  correct  mis¬ 
takes  made  by  the  family  because  of  the 
unwise  use  of  loan  funds  or  unsatisfac¬ 
tory  contracts  entered  into  at  the  outset. 

'(a)  Scheduling  and  preparing  for  su¬ 
pervisory  assistance  at  “other  places." 
(1)  Supervisory  visits  at  “other  places’’ 
will  be  scheduled  as  needed  in  individual 
cases.  The  specific  purpose  and  date  of 
the  visit,  the  entry  on  the  monthly  cal¬ 
endar  of  work  and  the  notification  to 
the  family  will  be  carried  out  in  the  same 
manner  as  for  supervisory  visits  as  out¬ 
lined  in  S  1802.63(a). 

(2)  The  FHA  Supervisor  will  be  pre¬ 
pared  with  such  material  and  informa¬ 
tion  as  is  needed  to  effectively  assist  the 
family  in  making  the  proper  evaluation 
and  selection  of  the  goods  and  services 
needed,  or  to  effectively  participate  in 
the  discussion  with  third  parties.  For  ex¬ 
ample,  in  some  situations  he  may  need 
comparable  cost,  value  or  sales  data, 
samples  of  contracts  or  plans,  or  the 
tractor  and  farm  equipment  blue  book. 
When  families  need  supervisory  assist¬ 
ance  in  arranging  for  other  credit,  their 
plan  and  records  should  be  available  for 
review  and  consideration  with  the  other 
lender. 
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(3)  Ill  some  instances,  it  is  essential 
that  the  FHA  Supervisor  consult  pri¬ 
vately  with  the  borrower  family  prior  to 
proceeding  to  the  place  where  the  busi¬ 
ness  is  to  be  transacted.  This  enables  the 
FHA  Supervisor  to  provide  the  family 
with  facts  and  comparisons  they  will 
need  in  making  their  decisions. 

(b)  Providing  supervisory  assistance  at 
“other  places.”  (1)  Supervisory  assistance 
will  be  provided  in  a  manner  which  will 
help  the  borrower  family  to  discuss  their 
needs,  consider  pertinent  facts  and  make 
a  proper  evaluation  and  selection  of  the 
item,  goods,  or  services  involved. 

(2)  It  is  intended  that  the  supervisory 
assistance  provided  will  help  the  family 
exercise  good  judgment  and  carry  out 
their  transactions  in  the  future  in  a  sat¬ 
isfactory  and  economical  manner  with¬ 
out  supervisory  assistance. 

(c)  Recording  supervisory  assistance 
provided  at  “other  places.”  Immediately 
upon  completion  of  the  activity,  concise, 
pertinent  notes  will  be  made  concerning 
the  assistance  provided  and  the  results 
obtained  in  the  running  case  record.  A 
record  of  the  visits  made  by  families  to 
the  “other  places”  for  supervisory  assist¬ 
ance  will  be  documented  in  the  “Super¬ 
visory  Assistance”  section  of  Form  FHA 
405-15. 

§  1802.66  Supervisory  assistance  to  in¬ 
dividual  families  by  group  methfuls. 

(a)  Purposes  and  methods.  (1)  Bor¬ 
rower  families  in  a  local  area  frequently 
encounter  similar  problems  which  require 
similar  or  even  joint  corrective  action. 
Group  meetings,  discussions,  or  demon¬ 
strations  can  help  resolve  many  such 
problems.  They  enable  families  to  ex¬ 
change  ideas,  hear  and  see  how  improved 
techniques  have  helped  others,  and  can 
also  help  them.  Such  group  actioit  fre¬ 
quently  causes  families  to  Implement 
corrective  action  that  otherwise  would 
not  be  accomplished. 

(2)  Resolving  certain  problems  with  a 
group  of  families  at  one  time  can  save 
the  FHA  Supervisor  a  substantial  amount 
of  time,  effort,  and  travel  as  compared 
to  trying  to  resolve  such  proldems  on  an 
individual  family  basis. 

(3)  The  following  are  illustrations  of 
some  of  the  situations  in  which  group 
methods  can  be  used  effectively: 

(i)  New  “key  practices”  are  established 
for  the  area  and  are  essential  for  success 
but  are  not  being  carried  out  by  certain 
families. 

(ii)  A  certain  management  practice  is 
crucial  diulng  a  limited  period  and  im¬ 
mediate  action  is  needed  among  a  group 
of  borrower  families. 

(iii)  A  serious  outbreak  of  insects, 
disease,  or  weed  infestation  occurs  and 
action  is  needed  to  avoid  serious  losses 
to  borrower  families. 

(iv)  A  new  enterprise  becomes  avail¬ 
able  in  an  area  which  could  benefit  bor¬ 
rower  families. 

(V)  Storms  or  other  natural  disasters 
occur  and  immediate  steps  are  needed  to 
prevent  further  losses  and  enable  bor¬ 
rowers  to  continue  in  business. 


(vi)  A  drastic  adjustment  in  available 
markets  or  prices  occurs  and  immediate 
alternatives  must  be  adopted. 

(vii)  Certain  persons  have  been  es¬ 
pecially  successful  on  a  practical  basis 
with  a  certain  enterprise(s)  and  are  will¬ 
ing  to  explain,  show,  or  demonstrate  their 
methods  and  results  to  others. 

(viii)  The  planning  for  or  analysis  of 
a  certain  enterprise  is  needed  among  a 
considerable  number  of  borrower  fam¬ 
ilies. 

(ix)  Significant  changes  in  or  addition 
to  local.  State,  or  Federal  programs  or 
services  are  announced  which  can  sig¬ 
nificantly  affect  certain  families  indebted 
for  FHA  loans. 

(x)  A  family  has  suffered  a  major 
catastrophe  and  needs  group  assistance 
that  i^listically  can  be  provided  by 
other  families  in  the  community: 

(b)  Scheduling  and  preparing  for  use 
of  group  methods  for  supervisory  assist¬ 
ance.  (1)  When  situations  such  as  those 
outlined  in  paragraph  (a)  of  this  section 
occur,  the  FHA  Supervisor  will  analyze 
the  needs  of  borrower  families  in  the 
local  area  and  consider  the  time  and 
personnel  available  to  effectively  meet 
those  needs.  When  it  is  evident  that  a 
group  approach  will  be  effective  it  should 
be  used. 

(2)  The  families  selected  should  be 
notified  well  in  advance  of  the  group 
meeting  or  demonstration.  The  notice 
should  be  such  that  it  will  stimulate  their 
interest  and  encourage  them  to  partici¬ 
pate.  A  followup  by  mail,  telephone,  or 
other  means  of  communication  a  day  or 
two  before  the  meeting  is  effective  in 
promoting  attendance. 

(3)  The  place  selected  for  the  group 
to  meet  should  be  suitable  for  the  pur¬ 
pose  intended.  The  location  selected 
might  be  a  farm,  home,  construction  site, 
nonagricultural  enterprise,  demonstra¬ 
tion  project,  business  place,  or  a  confer¬ 
ence  room.  The  location  should  be  as 
convenient  as  possible  for  the  partici¬ 
pant  families. 

(4)  In  some  situations  a  p>erson  other 
than  an  PHA  employee  will  be  requested 
to  lead  the  discussion  or  to  conduct  the 
demonstration.  In  such  situations,  the 
FHA  Supervisor  should  discuss  with  such 
person  well  in  advance  of  the  meeting, 
the  problems  and  practical  needs  of  the 
families  who  will  participate. 

(c)  Conducting  the  group  meeting  or 
demonstration.  (1)  The  FHA  Supervisor 
or  other  person  selected  to  lead  the  dis¬ 
cussion  or  to  conduct  the  demonstration 
must  understand  the  borrower  family’s 
needs;  know  his  subject,  and  the  practi¬ 
cal  application  of  it;  and,  use  an  effec-r 
tive  means  of  presenting  the  ideas  or 
methods  involv^. 

(2)  The  discussion  or  demonsti'ation 
should  consist  of  ideas,  practices,  and  so 
forth,  which  the  participant  families  can 
use  profitably  in  their  own  operations. 
The  amount  of  theory  involved  must  be 
kept  to  the  minimum  possible. 

(3)  Participation  by  the  families  in  a 
demonstration  by  actually  “seeing  and 


doing”  as  the  demonstration  progresses 
helps  them  to  learn  the  techniques  and 
methods  involved. 

(4)  When  actual  demonstration  is  not 
feasible,  colored  slides,  view  graph  mate¬ 
rial,  pictures,  charts,  and  so  forth,  are 
usually  more  effective  than  words  alone 
during  a  discussion. 

(5)  Each  discussion  or  demonstration 
should  be  summarized  effectively  and 
each  family  should  be  challenged  to  use 
the  information  obtained  to  improve 
their  own  operations  or  situation. 

(d)  Recording  supervisory  assistance 
provided  through  group  methods.  (1) 
Immediately  following  the  meeting  or 
demonstration,  a  brief  notation  will  be 
made  in  the  running  case  record  of  each 
family  present  with  whom  followup  ac¬ 
tion  is  needed. 

(2)  One  copy  of  each  of  the  following 
should  be  filed  in  the  supervision  section 
of  the  operational  files  in  the  County 
Office  for  each  group  meeting  held: 
Agenda;  notice  of  meeting;  and,  list  of 
borrowers  invited  to  attend  with  ap¬ 
propriate  notation  showing  those  who  did 
attend. 

(3)  A  record  of  the  group  meetings 
held  to  provide  supervisory  assistance 
will  be  recorded  in  the  “Supervisory  As¬ 
sistance”  section  of  Form  FHA  405-15. 

§  1802.67  Supervisory  assistance  by  let¬ 
ters,  telephone,  return  card  system, 
FHA  bulletins,  news  releases,  and 
spot  radio  and  TV  announcements. 

(a)  Purposes  and  methods.  (1)  Effec¬ 
tive  supervisory  assistance  can  be  pro¬ 
vided  families  with  respect  to  certain 
phases  of  their  operations  by  letters,  tele¬ 
phone,  return  card  system,  FHA  bulle¬ 
tins,  news  releases,  and  spot  radio  and 
TV  aimouncements.  These  methods 
should  be  used  to  provide  supervisory 
assistance  that  otherwise  might  not  be 
feasible  because  of  emergency  situations 
or  limited  time,  personnel,  or  travel. 
These  devices  are  especially  useful  dur¬ 
ing  busy  lending  or  servicing  seasons. 

(2)  The  following  are  illustrations  of 
some  of  the  situations  in  which  super¬ 
visory  assistance  can  be  provided  by  ap¬ 
propriate  use  of  one  or  more  of  the 
methods  referred  to  in  this  paragraph: 

(i)  To  emphasize  the  importance  of 
certain  key  practices  at  a  particularly 
crucial  time. 

(ii)  To  increase  collections  on  FHA 
loans  during  the  marketing  season. 

(iii)  To  provide  urgent  information 
dining  or  following  storms  or  other 
natural  disasters. 

(iv)  To  call  attenton  to  changed  mar¬ 
kets  or  price  conditions. 

(v)  To  notify  families  concerning 
events  in  which  they  should  participate 
in  order  to  improve  their  operations  and 
income. 

(vl)  To  provide  information  on  results 
which  can  be  obtained  by  families  from 
certain  key  practices  and  methods. 

(vii)  To  request  information  from 
families  on  progress  on  certain  phases 
of  their  operations,  to  stimulate  action. 
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and  to  provide  a  current  basis  for  fol¬ 
lowup  supervisory  assistance. 

(3)  A  “retiuTi  card  system”  can  be 
used  effectively  to  followup  on  the  prog¬ 
ress  of  families  in  making  the  improve¬ 
ments  or  obtaining  the  production 
planned.  It  provides  for  furnishing  cer¬ 
tain  families  with  cards  which  they  can 
return  to  the  County  Office  showing  such 
things  as  the  completion  or  compliance 
with  certain  key  practices  and  improve¬ 
ments  previously  agreed  upon,  the  pro¬ 
duction  obtained  from  certain  crops, 
livestock  or  other  enterprises,  payments 
made  on  certain  debts  or  taxes,  and 
insurance  paid. 

(4)  The  method(s)  referred  to  in  this 
paragraph  which  are  best  adapted  to 
each  situation  will  be  selected  for  use. 
Care  should  be  taken  to  use  methods 
which  will  be  received  favorably  by  the 
families  involved,  and  also  the  public 
if  the  information  will  be  available  gen¬ 
erally  due  to  the  method  used.  When 
information  relating  to  a  borrower  fam¬ 
ily’s  individual  situation  is  involved,  a 
method  insuring  privacy  will  be  used. 

(5)  Information  to  be  provided  fam¬ 
ilies  by  the  methods  referred  to  in  this 
paragraph  will  be  carefully  prepared  and 
presented  in  a  concise  and  effective 
manner. 

(b)  Recording  supervisory  assistance 
provided  by  letters,  telephone,  return 
card  system,  FHA  bulletins,  news  re¬ 
leases,  and  spot  radio  and  TV  announce¬ 
ments.  (1)  A  copy  of  individtial  letters 
or  cards  sent  to  individual  families  to 
provide  simervisory  assistance  may  be 
filed  in  their  reflective  case  folders,  or 
an  apprtHiriate  notation  may  be  made  in 
the  rrmning  case  record  regarding  the 
supervision  provided. 

(2)  The  supervisory  assistance  pro¬ 
vided  by  individual  letters,  telephone,  or 
return  card  system  will  be  recorded  in 
the  “Supervisory  Assistance”  section  of 
Form  FHA  405-15. 

(3)  Concise  and  pertinent  notes  con¬ 
cerning  supervisory  sissistance  provided 
by  telephone  calls  to  individual  families 
vrill  be  docximmted  in  the  running  case 
records  and  recorded  in  the  “Supervisory 
Assistance”  section  of  Form  FHA  405-15. 

(4)  One  copy  of  each  FHA  bulletin 
issued  to  families  for  stQiervisory  assist¬ 
ance  will  be  filed  in  the  supervision  sec¬ 
tion  of  the  operational  files  in  the  County 
Office.  The  names  of  the  families  who 
receive  each  bulletin  will  be  indicated 
by  a  notation  on  or  an  attachment  to  the 
bulletin.  If  all  borrowers  in  a  certain 
category  receive  an  FHA  bulletin,  a  no¬ 
tation  such  as  “all  Economic  Oppor- 
timity — Nonagricultural  borrowers”  or 
“all  cotton  producers”  may  be  made  in 
lieu  of  showing  Individual  names. 

(5)  Supervisory  assistance  provided 
by  such  means  as  newspaper  releases,  and 
spot  radio  and  TV  annoimcements  will 
be  recorded  in  the  Public  Relations  sec¬ 
tion  of  Form  FHA  405-15. 


Subpart  G — Supervision  of  Associa¬ 
tion  and  Organization  Borrowers 
and  Grant  Recipients,  Including  In¬ 
dividual  Labor  Housing  and  Rural 
Rental  Housing  Borrowers  With 
Loan  Agreements 

§  1802.71  General. 

This  subpart  prescribes  the  policies, 
authorizations,  and  procedures  for  super¬ 
vision  of  the  following  Farmers  Home 
Administration  (FHA)  association  and 
organization-type  borrowers  and  grant 
recit^ents; 

(a)  Economic  Opportunity  (EO)  Co- 
of>eratives.  Associations,  Timber  Devel¬ 
opment  (TD)  organizations,  and  Water¬ 
shed  (WS)  sponsors. 

(b)  Labor  Housing  (LH)  organiza¬ 
tions,  Rural  Rental  Housing  (RRH)  or¬ 
ganizations.  Rural  Cooperative  Housing 
(RCH)  organizations,  and  other  LH  and 
RRH  borrowers  (including  individuals) 
who  have  executed  a  loan  agreement. 

(c)  Rural  Renewal  (RN)  and  Resource 
Conservation  and  Development  (RCD) 
public  agencies  and  private  nonprofit 
corporations. 

(d)  Recipients  of  development  grants, 
comi^hen^ve  area  water  and  sewer 
planning  grants,  and  labor  housing 
grants. 

§  1802.72  Definitions. 

The  following  definitions  a{g>ly: 

(a)  FHA.  “FHA”  means  the  United 
States  of  America  acting  through  the 
Farmers  Hocne  Administratkm;  it  in¬ 
cludes  FHA’s  predecessor  agencies. 

(b)  OGC.  "CX3C”  means  the  Regional 
Attorn^  or  the  Attorney  in  Charge  In 
the  field  office  of  the  Office  of  the  Gen¬ 
eral  Coimsel  of  the  UJS.  Department  of 
Agriculture  in  whose  service  area  the 
borrower  resides. 

(c)  Supervision.  “Supervision”  in¬ 
cludes  the  broad  scope  of  management 
services  available  through  the  FHA  to 
borrovers  receiving  or  utilizing  FHA 
financial  assistance. 

(d)  Membership.  “Membership”  in¬ 
cludes  members,  subscribers,  stock¬ 
holders,  and  users  unless  the  (^ntext 
indicates  otherwise. 

(e)  Organization.  “Organization” 
means  any  association  or  organization- 
type  bOTTOwer  or  grant  recipient,  includ¬ 
ing  any  private  or  public  corporation  or 
agoicy,  trust,  partnership,  incorporated 
or  unincorporated  cooperative,  and  an 
individual  in  the  case  of  the  LH  or  RRH 
borrower  who  has  signed  a  loan  agree¬ 
ment. 

§  1802.73  Objectives  of  supervision. 

(a)  Each  loan  or  grant  made  by  FHA 
to  an  organization  is  designed  to  attain 
specific  objectives.  Therefore,  each  bor¬ 
rower  organization  and  grant  recipient 
will  be  provicted  the  supervision  neces¬ 
sary  to  accomplish  the  objectives  of  the 
loan  or  grant. 


(b)  To  ac(x>mplish  these  objectivif 
primary  emphasis  will  be  given 
and  efficient  management  policies;  dit« 
semination  of  information  to  memN^ 
ship  and  users;  compliance  with  agiilif 
ments;  repaying  loans  on  schedu^ 
maintaining  security  property;  protecih 
ing  interests  of  FHA;  operation  of  fadlx. 
ities  in  accordance  with  State  and  lodal 
laws  and  regulations;  maintaining  ao- 
coimts  and  records;  and,  submission  at 
reports  and  audits. 

§  1802.74  Extent  of  stupervision. 

All  organizations  will  be  supervised  to 
the  extent  necessary  to  assure  successM 
completion  and  operation  of  facilitiaik 
compliance  with  their  agreements  aid 
obligations,  and  protection  of  the  FH^ 
financial  interest.  Supervision  starts  wim 
the  first  contact  with  the  applicant  and 
continues  through  the  life  of  the  loan,  or 
in  the  case  of  a  grant,  imtil  the  require¬ 
ments  of  the  grant  agreement  have  been 
fulfilled. 

§1802.75  Methods  of  supervision. 

Supervisory  methods  used  by  FHA  em¬ 
ployees  include  organizational  and  de¬ 
velopment  planning;  (xmstruction  con¬ 
ferences;  long-time,  annual,  and  other 
periodic  planning;  accoimt  and  records 
inspections  and  guidance;  facility  inspec¬ 
tions;  attendance  at  membership  and 
governing  body  meetings;  anal3^is  of 
accounting  and  audit  reports;  g^dance 
by  letters  and  bulletins;  and  similar 
activities. 

(a)  Applicants.  Prior  to  loan  or  grant 
closing,  supervision  will  largely  be  con¬ 
ducted  during  conferences  and  meetings 
with  prospective  members,  members,  or¬ 
ganizing  committees,  governing  boffies, 
officers,  applicant’s  attorneys,  architects, 
engineers,  and  other  representatives.  Ex¬ 
amples  are; 

(1)  Organizational  meetings  of  inter¬ 
ested  persons  to  di.scuss  needs,  services 
available,  organization  obligations,  and 
to  establish  steering  or  organizational 
committees. 

(2)  Pr^lanning  and  planning  con- 
f^mces  with  governing  body,  engineer, 
and  attorney. 

(3)  Preconstruction  conferences  with 
governing  body,  engineer,  ccmtractors, 
and  others  to  reach  understanding  re¬ 
garding  responsibilities  and  the  manner 
in  which  development  will  be  performed. 

(4)  Conferences  of  the  governing  body, 
officers,  manager,  bookkeeper,  attorney, 
and  others  concerned  to  review  require¬ 
ments  of  loan  resolution  and  establish 
responsibilities  for  the  operation  of  the 
facility. 

(b)  Borrowers  who  have  yet  to  demon¬ 
strate  their  ability  and  borrowers  uHth 
problems.  During  that  pericxl  when  the 
borrower  is  establishing  its  operations, 
supervision  will  include  guidance  to  bor¬ 
rower’s  officers;  detailed  guidance  in  the 
maintenance  of  accounts;  guidance  in 
the  implementation  and  amendment. 
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where  necessary,  of  rules  and  regrula- 
tions;  and  other  supervision  as  may  be 
necessary  to  assure  effective  and  success¬ 
ful  operation.  The  County  Supervisor 
also  will  guide  the  borrower’s  officials 
in  establishing  business  operation  rou¬ 
tines  necessary  to  a  successful  opera¬ 
tion.  Borrowers  who  are  delinquent  or 
for  other  reasons  need  relatively  close 
supervision  will  be  supervised  as  out¬ 
lined  in  this  paragraph. 

(c)  Borrowers  who  have  demonstrated 
ability.  After  the  borrower  has  estab¬ 
lished  its  operations,  is  current  with  its 
payments,  is  maintaining  the  security 
in  a  satisfactory  manner,  and  otherwise 
is  progressing  satisfactorily,  supervision 
will  consist  of  at  least  an  annual  review 
of  budgets  and  reports  in  accordance 
with  §  1802.78(c),  and  the  periodic  in¬ 
spection  of  security.  Suggested  steps  for 
conducting  an  annual  review  are  avail¬ 
able  in  all  F’HA  offices.  Supervision  of 
grant-only  recirients  will  consist  of  at 
least  the  reviews  and  annual  inspections 
by  the  County  Supervisor.  ’ 

§  1802.76  Borrower  roKponsibilitics. 

Borrowers  should  understand  the  dif¬ 
ference  between  PHA-supervised  credit 
and  credit  from  conventional  sources. 
Borrowers  are  expected  to  participate  in 
the  analysis  and  planning  of  their  activ¬ 
ities,  initiate  and  carry  out  adjustments 
and  improvements,  maintain  suitable 
records  and  make  required  reports,  and 
maintain  and  properly  account  for  secu¬ 
rity  property.  Borrower  members  must 
understand  their  organization  and  the 
responsibilities  of  its  governing  body  and 
its  members  and  users. 

(a)  Governing  bodies.  Those  elected 
or  appointed  officials  comprising  the 
governing  body  are  responsible  for; 

( 1 )  Knowing  their  responsibilities  and 
their  obligations  and  conducting  the 
affairs  of  the  borrower  so  that  the  terms 
of  its  agreement  with  FHA  will  be 
fulfilled. 

(2)  Maintaining  membership  and  user 
participation  at  the  required  level. 

(3)  Establishing  and  maintaining 
rules,  regulations,  rate  schedules,  fees, 
assessments,  and  other  policies  necessary 
for  orderly  operation  of  the  facility,  pay¬ 
ment  of  debts,  and  maintenance  of  re¬ 
quired  reserves. 

(4)  Preparation  of  reports,  audits,  and 
other  material  required  by  FHA,  and  for 
sound  financial  practices. 

(5)  Holding  meetings,  as  necessary,  to 
provide  proper  control  and  managonent 
of  operations,  and  to  keep  the  member¬ 
ship  Informed. 

(b)  Membership.  Members  are  respon¬ 
sible  for  full  support  of  the  facility  and 
operation  by: 

(1)  Paying  dues,  fees,  assessments,  and 
other  charges  promptly. 

(2)  Electing  responsible  officials. 

(3)  Compl3dng  with  organization  rules 
and  regulations. 

(4)  Attending  annual  and  special 
meetings. 

(c)  Users.  Users  are  responsible  for: 

(1)  Prompt  payment  of  fees  and 
assessments. 

(2)  Complying  with  other  user  obli¬ 
gations. 


§  1802.77  Accounts  and  records. 

Borrowers  and  grant  recipients  will  be 
required  to  maintain  such  accounts  and 
records  as  are  necessary  to  the  successful 
conduct  of  their  operation,  to  meet  the 
requirements  of  State  and  local  laws 
and  regulations,  and  to  meet  the  terms 
of  their  agreements  with  the  FHA  and 
other  creditors. 

(a)  Types  of  records  and  accounts. 
Accounts  and  records  sufficient  to  pro¬ 
vide  an  accurate,  permanent,  and  cur¬ 
rent  record  are  required  to  be  kept  by 
the  organization.  In  order  to  meet  this 
requir«nent,  the  type  and  form  of  rec¬ 
ords  and  accounts  must  be  determined 
prior  to  loan  or  grant  closing.  Likewise, 
the  person  responsible  for  maintaining 
such  records  and  accounts  should  always 
be  selected  prior  to  loan  or  grant  closing. 

(1)  In  those  cases  where  State  or  local 
law  or  regulation  requires  a  particular 
form  of  records,  such  records  will  be 
used. 

(2)  Some  organizations  may  prefer  to 
have  their  auditors  develop  a  set  of  rec¬ 
ords  for  this  particular  use.  In  these 
cases,  the  form  of  records  should  be 
approved  by  FHA  prior  to  being  put  to 
use. 

(3)  If  outside  bookkeeping  services 
are  available,  larger  organizations  may 
use  this  service  if  the  cost  is  reasonable. 

(4)  Small  water  associations  (both 
domestic  and  irrigation)  may  use  Forms 
FHA  430-5,  “Soil  and  Water  Associa¬ 
tion  Record  Book,”  FHA  451-15,  “Re¬ 
ceipts  For  Assessments  Paid,”  FHA 
451-16,  “Assessment  Notices  and  Re¬ 
ceipts,”  and  FHA  451-17,  “Water  Charge 
Notices  an^  Receipts.” 

§  1802.78  Borrower  reports  audits,  and 
unalyHiH. 

In  order  that  borrowers  will  establish 
and  maintain  adequate  business  man¬ 
agement  practices,  it  is  essential  that 
a  system  of  reports  and  analysis  of  such 
reports  is  established  at  the  outset. 
Timely  reports  will  furnish  needed  in¬ 
formation  for  the  governing  body  to 
make  management  decisions  essential  to 
efficient  operations,  provide  needed  in¬ 
formation  for  the  members  or  users,  and 
provide  FHA  with  periodic  reports  that 
will  indicate  trends  and  reflect  the  type 
and  extent  of  guidance  and  supervision 
needed.  Timely  analysis  of  such  reports 
will  reveal  potential  problems  and  pro¬ 
vide  an  opportunity  for  corrective  ac¬ 
tion  before  such  problems  develop  to 
the  extent  they  have  an  adverse  effect 
on  borrower  fiscal  or  operational 
conditions. 

(a)  Monthly  reports.  During  at  least 
the  first  3  years  of  operation,  each  bor¬ 
rower  will  provide  the  Coimty  Super¬ 
visor  with  a  brief  summary  of  its 
operations  at  the  end  of  each  month.  A 
copy  of  the  report  will  be  forwarded  to 
the  State  Office.  Such  report  will  be 
made  on  Form  FHA  430-1,  “Monthly 
Business  Report.”  This  Form  has  been 
prepared  for  use  by  the  borrower’s  sec¬ 
retary  or  other  designated  person  to  pro¬ 
vide  the  governing  body  with  a  periodic 
current  appraisal  of  borrower  fiscal 
conditions.  ’The  Coimty  Supervisor  will 
furnish  the  borrower  wi^  sufficient 


copies  of  Form  FHA  430-1  for  the  secre¬ 
tary  or  other  designated  person  to  pre¬ 
pare  the  report.  The  County  Supervisor 
will  give  adequate  instructions  to  the 
secretary  or  other  designated  person  in 
order  that  the  report  will  be  prepared 
properly.  ’The  monthly  report  to  the 
County  Supervisor  may  be  discontinued 
when  the  borrower  has  been  in  operation 
a  minimum  of  3  years,  is  current  with  all 
debt  repayments,  and  the  District  Su¬ 
pervisor  has  approved,  by  memorandum, 
the  discontinuance  of  the  report.  The 
resumption  of  this  report  may  be  re¬ 
quired  by  the  Coimty  Supervisor,  Dis¬ 
trict  Supervisor,  or  State  Director  in 
case  of  delinquency  or  other  circum¬ 
stances  which  may  warrant  the  report. 

(b)  District  Supervisor  reports.  Be¬ 
tween  the  end  of  the  first  4  months  in 
operation  and  prior  to  the  end  of  the 
ninth  month,  the  District  Supervisor 
will  review  the  operations  of  each  bor¬ 
rower,  except  unincorporated  EO  Co¬ 
operatives,  to  determine  if  it  is 
proceeding  in  accordance  with  its  agree¬ 
ments  with  FHA,  and  to  provide  such 
advice  and  guidance  to  the  borrower  and 
County  Supervisor  as  may  be  indicated. 
At  this  review,  the  District  Supervisor 
ordinarily  will  inspect  the  facility,  re¬ 
view  borrower  records  and  accounts,  and 
meet  with  the  County  Supervisor  and 
borrower  governing  body.  The  District 
Supervisor’s  report  of  such  review  will 
be  made  to  the  State  Director  through 
use  of  Form  FHA  430-2,  “District  Super¬ 
visor  Report — Association /Organization 
Borrowers.” 

(c)  Annual  reports.  Each  borrower  will 
submit,  within  60  days  following  the  close 
of  the  borrower’s  fiscal  year,  a  report 
consisting  of : 

(1)  An  annual  audit  report  prepared 
in  accordance  with  paragraph  (d)  of  this 
section. 

(2)  An  operating  budget  which  will 
show  the  planned  budget  for  the  preced¬ 
ing  year,  the  actual  incimie  and  expenses 
for  the  previous  year,  and  the  planned 
budget  for  the  year  being  planned.  Form 
FHA  442-7,  “Operating  Budg  it  or  State¬ 
ment  of  Income  and  Expensjs,”  will  be 
used. 

(3)  A  financial  statement.  Use  Form 
FHA  442-12,  “Financial  Statement.” 

(4)  Copies  of  the  minutes  of  any  an¬ 
nual  or  other  meetings  of  the  member¬ 
ship  and  of  any  meetings  of  the  govern¬ 
ing  body. 

(5)  Form  FHA  424-12,  showing  the  re¬ 
sults  of  the  annual  inspection. 

(6)  Other  related  material  that  the 
County  Supervisor  may  request. 

(d)  Annual  audit  reports.  Annual  audit 
reports  will  supply  the  information  con¬ 
tained  in  guidelines  available  in  all  FHA 
offices  and  will  conform  to  the  following 
policies: 

(1)  When  the  borrowers  total  out¬ 
standing  indebtedness  to  FHA  exceeds 
$25,000  or  the  loan  is  delinquent,  the 
audit  report  will  be  prepared  by  a  quali¬ 
fied  independent  auditor.  'The  State  Di¬ 
rector  may  require,  in  any  particular 
case,  that  the  auditor  be  a  Certified  Pub¬ 
lic  Accountant.  When  a  borrower’s  total 
outstanding  indebtedness  to  FHA  is 
$25,000  or  less  and  the  loan  is  current. 
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the  audit  may  be  made  by  a  committee 
of  the  membership  not  including  any 
officer,  director,  or  employee  of  the  bor¬ 
rower.  Audits  made  by  a  committee  of 
members  will  consist  of  a  verification  of 
the  balance  sheet  and  operating  state¬ 
ment.  The  State  Director  may  in  such  a 
case  require  an  independent  audit  where 
the  nature  of  operations,  volume  of  busi¬ 
ness,  or  other  factors  indicate  an  inde¬ 
pendent  audit  to  be  necessary.  EO  Co¬ 
operative  loan  borrowers  owing  $25,000 
or  less  may  submit  audit  reports  made 
by  a  committee  of  members  whether  they 
are  current  or  delinquent  with  FHA  loan 
repasmients,  unless  the  State  Director 
requires  otherwise.  If  an  EO  Coopera¬ 
tive  loan  borrower’s  audit  is  to  be  made 
by  a  committee,  and  there  are  insufficient 
members  to  constitute  a  committee  with¬ 
out  usqig  officers,  the  State  Director  may 
accept  an  audit  performed  by  a  commit¬ 
tee  of  the  membership  including  officers. 

(2)  Where  a  borrower  is  subject  to 
State  law  requiring  an  annual  audit 
which  generally  includes  the  information 
contained  in  available  guidelines,  such 
an  audit  will  constitute  compliance  with 
FHA  i*equirements.  FHA  will  not  require 
a  separate  audit  in  such  cases  but  copies 
of  the  official  audit  report  must  be  fur¬ 
nished  the  County  Supervisor  as  soon  as 
it  is  available. 

(3)  The  annual  audit  rep>ort  will  be 
submitted  preferably  with  Form  FHA 
442-7,  but  in  all  cases  as  soon  as  possi¬ 
ble  after  the  close  of  the  borrower’s  fiscal 
year.  If  the  annual  audit  report  has  not 
been  completed  at  the  time  for  submit¬ 
ting  Form  FHA  442-7  for  approval,  im- 
audited  copies  of  Form  FHA  442-12  and 
Form  FHA  442-7  will  be  submitted  in 
order  to  permit  expeditious  analysis  and 
budget  approval. 

(4)  Audit  reports  will  be  in  sufficient 
detail  to  furnish  complete  and  accurate 
information  as  to  the  financial  condition 
and  fiscal  and  managerial  practices  of 
the  borrower.  Coimty  Supervisors  may 
provide  borrowers  and  the  borrowers’ 
auditor,  with  a  copy  of  the  elements  con¬ 
sidered  essential  to  a  satisfactory  audit 
report. 

(e)  Annual  analysis.  The  business  of 
each  borrower  will  be  analyzed  each  year 
not  later  than  60  days  following  the  end 
of  the  borrower’s  fiscal  year. 

( 1 )  Conducting  the  analysis.  The  busi¬ 
ness  analysis  for  borrowers  who  have 
met  the  requirements  of  §  1802.75(c)  will 
ordinarily  consist  of  a  review  of  the  re¬ 
ports  and  material  submitted  in  accord¬ 
ance  with  paragraph  (c)  of  this  section, 
unless  such  review  indicates  immediate 
further  supervisory  action.  Otherwise, 
the  analysis  is  to  be  conducted  with  the 
borrower  governing  body  and  other  bor¬ 
rower  representatives  as  appropriate.  A 
guide  for  use  in  conducting  an  analysis 
Is  available  In  all  FHA  offices.  A  summary 
of  the  County  Supervisor’s  analysis  will 
be  recorded  in  Item  Vin  of  Form  FHA 
430-3,  “Annual  Business  Analysis,’’  and 
will  include  as  a  minimum,  his  comments 
and  recommendations  on  current  opera¬ 
tions;  maintenance  of  facilities  or  serv¬ 
ices;  planned  improvements  of  facility  or 
services  for  the  forthcoming  year;  pay¬ 
ments  on  the  FHA  loan;  payments  on 


ether  debts;  and,  amount  and  adequacy 
0?  reserve  and  other  accoimts, 

(2)  Recommendations.  The  District 
Supervisor  will  record  his  recommenda¬ 
tions  or  indicate  concurrence  in  those  of 
the  County  Supervisor  in  the  section  for 
District  Supervisor’s  Comments  in  Item 
IX  of  Form  FHA  430-3. 

§  1802.79  Granl-only  recipients. 

Recipients  of  grants  only  will  be  super¬ 
vised  to  the  extent  necessary  to  see  that 
the  terms  of  their  grant  agreements  are 
complied  with.  In  any  case,  where  the 
County  Supervisor  has  reason  to  believe 
that  grant  agreements  are  not  being 
complied  with,  he  will  promptly  provide 
the  State  Director  with  all  available 
information. 

(a)  Development  grants  for  central 
water  and  waste  disposal  facilities.  Orga¬ 
nizations  receiving  development  grants 
along  with  FHA  loans  will  be  supervised 
in  accordance  with  the  supervision  re¬ 
quired  for  organization  borrowers.  Orga¬ 
nizations  receiving  development  grants 
only  will  receive  the  supervision  neces¬ 
sary  to  see  that  such  development  is  com¬ 
pleted  in  accordance  with  approved 
plans,  and  that  such  grant  fimds  are  ex- 
t>ended  for  authorized  purposes. 

<b)  Labor  housing  grants.  In  addition 
to  the  supervision  provided  in  connection 
with  LH  loans,  recipients  of  LH  grants 
will  receive  supervision  to  assure  that  the 
terms  of  the  grant  agreement  and  other 
objectives  are  carried  out,  including 
assurance  that: 

(1)  The  rents  being  charged  are 
reasonable. 

(2)  The  project  is  being  operated  as 
a  community  service. 

(3)  Domestic  farm  laborers  are  given 
absolute  priority. 

(4)  The  Board  of  Directors  are  main¬ 
taining  a  large  local  membership  reflect¬ 
ing  a  wide  variety  of  interests. 

(i)  This  supervision  will  be  continued 
for  a  period  of  50  years  from  the  date  of 
the  grant  agreement  imless  supervision 
is  terminated  by  the  FHA  at  an  earlier 
date.  Comments  on  these  points  will  be 
included  in  appropriate  reports. 

(c)  Comprehensive  planning  grants. 
Organizations  receiving  grants  for  the 
preparation  of  comprehensive  water  and 
sewer  plans  will  be  supervised  to  the  ex¬ 
tent  necessary  to  assure  that; 

(1)  Such  comprehensive  plans  are 
completed  in  accordance  with  approved 
plans  and  agreements. 

(2)  Fimds  are  expended  for  authorized 
purposes  and  in  accordance  with  ap¬ 
proved  agreements. 

(3)  The  plan  is  being  used  in  accord¬ 
ance  with  the  terms  of  the  agreement 
under  which  funds  were  advanced.  Or¬ 
dinarily,  this  may  be  accomplished  by  an 
annual  inspection  by  the  County  Super¬ 
visor.  The  County  Supervisor  will  verify 
whether  or  not  the  plan  is  being  properly 
used  and  will  record  his  observations  in 
a  running  record  entry.  In  those  cases 
where  it  is  found  that  the  plan  is  being 
properly  used  at  a  time  5  years  after 
grant  closing,  such  annual  inspections 
may  cease.  If  at  the  end  of  5  years  the 
Coimty  Supervisor  and  District  Super¬ 
visor  concur  that  the  annual  inspection 
is  no  longer  necessary,  the  determination 


will  be  recorded  in  the  running  record 
and  signed  by  both  the  County  Super- 
visQr  and  District  Supervisor. 

§  1802.80  Stale  requirement»i,  guides, 
forms,  and  other  issuances. 

’The  State  Director  will  supplement 
this  subpart  with  State  issuances  neces¬ 
sary  to  the  successful  operation  of  the 
program.  The  State  Director,  wiUi  the 
assistance  of  the  OGC,  may  modify  pro¬ 
cedures  or  forms  as  set  out  in  this  sub¬ 
part  to  the  extent  necessary  to  enable 
borrowers  and  grant  recipients  to  comply 
with  the  applicable  provisions  of  State 
laws. 

Dated;  August  27, 1971. 

Joseph  Haspray, 

Acting  Administrator, 
Farmers  Home  Administration. 

IFR  Doc.71-12979  Piled  9-3-71:8:46  am) 

[FHA  Instruction  402.1 1 

PART  1803— SUPERVISED  BANK 
ACCOUNTS 

Miscellaneous  Amendments 

Part  1803,  ’Title  7,  Code  of  Federal 
Regulations  (35  F.R.  16399),  is  amended 
as  follows; 

1.  In  S  1803.4(b),  subparagraph  (1)  is 
revised;  subparagraph  (2)  is  revoked; 
subparagraph  (3)  is  redesignated  as  sub- 
paragraph  (2) ;  subparagraph  (c)  is  re¬ 
vised.  As  revised  and  redesignated,  the 
provisions  read  as  follows: 

§  1803.4  Pledging  collateral  for  depo»^il 
of  funds  in  supervised  bank  accounts. 
•  •  *  •  * 

(b)  •  *  • 

(1)  That  the  bank  selected  is  a  bank 
that  is  insured  by  the  FDIC. 

(2)  Whether  the  bank  is  willing  to 
pledge  collateral  with  the  Federal  Re¬ 
serve  Bank  under  Treasury  Circular  No. 
176  to  the  extent  necessary  to  secure  the 
amount  of  funds  being  deposited  in  ex¬ 
cess  of  $20,000. 

(c)  If  the  bank  is  agreeable  to  pledging 
collateral,  the  County  Supervisor  will  no¬ 
tify,  in  writing,  the  State  and  National 
Offices,  of  such  collateral  agreement.  No¬ 
tification  to  the  National  Office  will  be  at 
least  30  days  before  the  date  of  loan 
closing. 

***** 

(Sec.  301,  80  Stat.  379,  5  U.S.C.  301;  sec.  339, 
75  Stat.  318,  7  U.S.C.  1989;  sec.  510,  63  Stat. 
437,  42  U.S.C.  1480;  sec.  4,  64  Stat.  100,  40 
U.S.C.  442;  sec.  602,  78  Stat.  528,  42  U.S.C. 
2942;  Orders  of  the  Secretary  of  Agriculture, 
29  F.R.  16210, 32  F.R.  6660, 33  F.R.  9677;  Order 
of  the  Director,  Office  of  Economic  Oppor¬ 
tunity.  29  F.R.  14764) 

Dated:  August  30,  1971. 

Joseph  Haspray, 
Deputy  Administrator, 
Farmers  Home  Administration. 

[PR  Doc.71-13112  Piled  9-3-71:8:55  am) 
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SUBCHAPTCR  E— ACCOUNT  SERVICING 
[FHA  Instruction  425.1  ] 

PART  1863 — REAL  ESTATE  TAX 
SERVICING 

Part  1863,  Title  7,  Code  of  Federal 
Regulations,  is  revised  to  read  as  follows; 
Sec. 

1863.1  General. 

1863.2  Definition  of  tax. 

1863.3  Servicing  taxes. 

1863.4  Servicing  delinquent  taxes. 

Authority:  The  provisions  of  this  Part 
1863  Issued  under  sec.  339,  75  Stat.  318,  7 
U.S.C.  1989:  sec.  510,  63  Stat.  437,  42  U.S.C. 
1480;  Orders  of  the  Secretary  of  Agriculture, 
29  F.R.  16210;  32  P.R.  6650. 

§1863.1  General. 

Each  borrower  with  a  Farm  Ownership 
(FO),  Rural  Housing  (RH),  Other  Real 
Estate  (ORE),  or  Soil  and  Water  (SW) 
loan  secured  by  real  estate  will  be  re- 
srionsible  for  paying  taxes  on  the  real 
estate  security  to  the  proper  taxing 
authorities.  The  obligation  of  the  bor¬ 
rower  to  pay  his  own  taxes  before  they 
become  delinquent  is  included  in  the 
mortgage  securing  his  loan. 

§  1863.2  Definition  of  tax. 

For  the  purpose  of  this  part,  the  word 
“tax”  means  all  taxes,  assessments,  lev¬ 
ies,  irrigation  and  water  charges,  or  other 
similar  obligations  which  are,  or  will  on 
nonpayment  become,  a  lien  upcm  the  real 
estate  prior  to  the  mortgage  securing  the 
Farmers  Home  Administration  (FHA) 
loan. 

§  1863.3  Servicing  taxen. 

(a)  The  County  Supervisor  will  be  re¬ 
sponsible  for  ascertaining  that  all  mort¬ 
gaged  real  estate  is  listed  properly  for  tax 
purposes. 

(b)  The  County  Supervisor  is  respon¬ 
sible  for  taking  all  actions  in  connection 
with  taxes  sis  may  be  necesssiry  to  pro¬ 
tect  the  Government’s  security  inter¬ 
ests.  Any  unusual  situations  that  may 
suise  with  respect  to  tax  servicing  should 
be  referred  to  the  State  Office  for 
consideration. 

(c)  The  County  Supervisor  will  encour- 
&ge  eBtch  borrower  to  pay  taxes  promptly 
in  order  to  avoid  smy  penalties.  NormsiUy, 
this  csm  be  siccomplished  through  routine 
servicing  of  losuis  by  emphasizing  the 
advantages  of  setting  aside  sufficient  in¬ 
come  to  meet  tax  obligations  when  they 
become  due.  Tsuces  will  be  sulequately 
budgeted  for  those  borrowers  with  whom 
Form  FHA  431-2,  “Farm  and  Home 
Plan,”  is  developed.  Each  borrower  will 
be  encouraged  to  notify  the  County  Su¬ 
pervisor  when  he  has  paid  his  taxes. 

§1863.4  Servicing  delinquent  taxei. 

The  County  Supervisor  will  contact 
each  borrower  with  a  delinquent  tax  and 
make  every  practical  effort  to  have  him 
pay  the  tax  with  his  own  funds.  If  the 
delinquent  tax  is  not  paid  and  the  bor¬ 
rower  comes  to  the  office  with  proceeds 
for  application  on  the  FHA  accoimt  se¬ 
cured  by  the  real  estate,  the  Coimty 
Office  personnel  will  endeavor  to  get  the 
borrower  to  use  the  proceeds  to  pay  the 


delinquent  tax.  If  the  amount  of  the  pro¬ 
posed  payment  is  greater  than  the 
amount  of  the  delinquent  tax,  the  dif¬ 
ference  will  be  applied  on  the  FHA  ac¬ 
count  in  accordance  with  the  policy  out¬ 
lined  in  Subpart  A  of  Part  1861  of  this 
chapter.  When  a  borrower  owes  de¬ 
linquent  taxes  and  the  proceeds  offered 
for  payment  are  less  than  the  amount 
of  the  delinquent  tax,  such  proceeds 
will  be  applied  on  the  FHA  accounts 
in  the  usual  manner.  In  any  situation 
in  which  unpaid  taxes  remain  de¬ 
linquent  for  a  period  of  2  years,  a  re¬ 
port  indicating  the  reasons  for  the  situa¬ 
tion  will  be  forwarded  to  the  State  Office 
for  review  and  instruction  for  future 
servicing  of  the  borrower’s  account. 

(a)  Prior  (usually  about  90  days)  to 
the  time  it  is  legally  possible  for  action 
to  be  taken  that  will  cause  the  borrower 
to  lose  title  or  right  of  possession  of  the 
security  property,  or  the  use  of  essential 
water,  the  County  Supervisor  will  contact 
the  borrower  and  definitely  determine  if 
he  will  pay  the  delinquent  tax  immedi¬ 
ately.  If  the  borrower  is  imable  or  unwill¬ 
ing  to  pay  the  delinquent  tax  with  his 
own  funds  after  every  appropriate  effort 
has  been  made  to  have  him  do  so,  the 
County  Supervisor  will  prepare  and  proc¬ 
ess  Standard  Form  1034,  “Public  Voucher 
for  Purchases  and  Services  Other  Than 
Personal,”  to  cover  the  amount  of  the 
delinquent  taxes  plus  the  amoimt  of  any 
accru^  penalty. 

(1)  If  the  Government  is  holding  a 
mortgage  other  than  a  first  mortgage 
on  the  property.  Standard  Form  1034  will 
not  be  prepared  until  the  County  Super¬ 
visor  has  determined  that  the  prior  lien 
holder  will  not  pay  the  delinquent  tax; 
the  Government’s  security  will  be  jeop¬ 
ardized  if  the  delinquent  tax  is  not 
paid;  and,  the  value  of  the  security  is 
sufficient  to  justify  the  advance. 

(2)  A  report  will  be  attached  to 
Standard  Form  1034  which  will  outline 
the  reasons  for  pa3dng  the  taxes  by 
voucher  and  recommend  future  servic¬ 
ing  of  the  case. 

(3)  'The  voucher  will  be  prepared  in 
an  original  (Standard  Form  1034)  and 
two  copies  (Standard  Form  1034a) .  The 
name  and  address  of  the  taxing  body  to 
which  payment  is  due  will  be  inserted  in 
the  heading.  The  notation  inserted  in  the 
space  for  description  of  the  service  will 
include  the  source  of  funds  from  which 
payment  will  be  made,  the  purpose  of 
the  payment,  the  location  and  a  simple 
description  of  the  property,  the  name 
and  case  number  of  the  borrower,  the  pe¬ 
riod  for  which  the  tax  was  levied,  and  the 
fact  that  the  amount  will  be  charged  to 
the  borrower’s  account.  A  sample  nota¬ 
tion  is  as  follows :  “For  payment  of  delin¬ 
quent  taxes  on  real  property  in  Clay 
County,  Ala.,  of  115  acres  owned  by 
Thomas  Ball,  01-14-783,  518,  for  jierlod 
January  1,  1965,  to  December  31,  1965, 

to  be  charged  to  borrower’s _ 

account.”  insert  in  the  blank  space  “di¬ 
rect  FO,”  “direct  SW,”  “RH,”  “ORE,” 
“insured  FO,”  or  "insured  SW,”  which¬ 
ever  is  applicable.  The  amount  of  the 
delinquent  tax  plus  the  amount  of  any 
accrued  penalty  will  be  inserted  in  the 
appropriate  spaces. 


(b)  The  County  Supervisor  is  author¬ 
ized  to  sign  Standard  Form  1034  approv¬ 
ing  payment  of  delinquent  taxes  plus 
any  accrued  penalty.  The  original  of  the 
voucher,  with  attached  report,  will  be 
sent  to  the  State  Office.  Two  copies  of 
the  voucher  and  report  will  be  placed 
in  the  borrower’s  County  Office  case 
folder.  One  copy  will  be  held  in  suspense 
and  submitted  to  the  taxing  official  with 
the  Treasury  Check. 

(c)  Upon  receipt  of  the  voucher  and 
report  in  the  State  Office,  the  original  of 
the  voucher  will  be  sent  immediatdy  to 
the  Finance  Office.  The  State  Director 
will  advise  the  County  Supervisor  with 
respect  to  future  handling  of  the  case. 

(d)  After  the  voucher  has  been  proc¬ 
essed  in  the  Finance  Office,  the  U.S. 
Treasury  check  will  be  issued  to  the  tax¬ 
ing  body  and  mailed  to  the  County  Su¬ 
pervisor  for  delivery.  The  purpose  of  the 
payment  will  be  stated  on  each  check. 
Any  amount  advanced  for  taxes  will  be 
entered  as  a  recoverable  cost  charge  on 
the  borrower’s  account  in  the  Finance 
Office.  The  advance  will  bear  interest  at 
the  rate  specified  in  the  most  recent  note, 
secured  by  the  lien  on  the  property  for 
the  account  to  which  the  advance  is 
charged.  After  the  check  is  issued.  Form 
FTIA  451-26,  “Transaction  Record,”  will 
be  prepared  by  the  Finance  Office  and 
sent  to  the  County  Office,  showing  the 
amount  of  the  recoverable  cost  charge 
and  the  applicable  rate  of  interest.  The 
Treasury  check  together  with  the  sus¬ 
pense  copy  of  the  voucher  will  be  de¬ 
livered  to  the  taxing  official  by  the  County 
Supervisor. 

Dated:  August  30,  1971. 

Joseph  Haspray, 
Deputy  Administrator, 
Farmers  Home  Administration. 

[FR  Doc.71-13113  FUed  9-3-71:8:55  am] 


[FHA  Instruction  466.1] 

PART  1864 — DEBT  SETTLEMENT 

Part  1864,  Title  7,  Code  of  Federal 
Regulations  (31  F.R.  14203),  is  revised 
to  read  as  follows: 

Sec. 

1864.1  Purpose  and  scope. 

1864.2  General  policies. 

1864.3  Compromise  and  adjustments. 

1864.4  Cancellation  upon  application. 

1864.5  Cancellation  nonjudgment  debts, 

regardless  of  the  amount,  of  de¬ 
ceased,  disappeared,  and  bankrupt 
debtors  without  a|H>llcatlons. 

1864.6  Chargeoff  of  Judgment  debts  (re¬ 

gardless  of  the  amount)  without 
application. 

1864.7  Chargeoff  of  nonjudgment  debts. 

1864.8  Comprotnlse  or  cancellation  of  debts 

through  the  use  of  Form  FHA 
466-1  when  signature  of  the 
debtor  cannot  be  obtained. 

1864.9  Cancellation  or  chargeoff  of  debts 

through  the  use  of  Form  FHA 
466-1  without  personally  contact¬ 
ing  the  debtor. 

1864.10  Joint  debtors. 

1864.11  Oases  in  the  hands  of  OGC. 

1864.12  Cases  referred  to  the  U.S.  Attorney. 

1864.13  Regiofnal  Agricultural  Credit  Corpo¬ 

ration  (RACC)  and  SRRC  Judg¬ 
ments  obtained  in  State  courts  by 
private  attorneys. 
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Sec. 

1864.14  Approval  of  settlement  and  submis¬ 

sion  to  National  Office. 

1864.15  Preparation  and  processing  of  Form 

FHA  466-1. 

1864.10  Preparation  and  processing  of  Form 

FHA  456-2. 

1864.17  Di^>oeition  of  promissory  notes. 

1864.18  Delinquent  adJustmMit  agreements. 
1864.10  Finance  Office  handling. 

Atjthobitt:  The  provisions  of  this  Part 
1864  issued  under  sec.  301,  80  Stat.  378,  5 
HH.C.  301;  sec.  339,  76  Stait.  318,  7  U.S.C. 
1989;  sec.  4.  64  Stat.  100,  40  U.S.C.  442;  sec. 
510,  63  Stat.  437,  42  U.S.C.  1480;  sec.  602,  78 
Stat.  528,  42  U.S.C.  2942;  Orders  of  the  Secre¬ 
tary  of  Agriculture,  29  F.R.  16210,  32  F.R. 
6650,  33  F.R.  9677;  Order  of  Director,  OEO,  29 
F.R.  14764. 

§  1864.1  Purpose  and  scope. 

This  part  sets  forth  the  policies  and 
procedures  for  settlement  of  debts  owed 
the  United  States  and  administered  by 
the  Farmers  Home  Administration 
(FHA)  under  any  of  its  programs,  in¬ 
cluding  State  Rural  Rehabilitation 
Corporation  (SRRC)  accounts  being  ad¬ 
ministered  under  trust  or  liquidation 
agreements.  (Information  with  respect  to 
such  agre^ents  suid  any  limitations  on 
the  settl^ent  of  such  SRRC  accounts 
is  available  in  all  FHA  offices.)  This  part 
does  not  cover  releases  from  personal 
liability  in  transfer  or  voluntary  convey¬ 
ance  cases. 

§  1864.2  General  policies. 

(a)  Definitions.  For  the  purpose  of  this 
part,  the  following  definitions  are 
applicable: 

(1)  “CJompromise”  is  the  satisfaction 
of  a  debt  by  the  acceptance  of  a  lump¬ 
sum  pajunent  of  an  amount  less  than  the 
total  amount  owed  on  the  debt  on  which 
settlement  is  requested. 

(2)  “Adjustment”  is  the  reduction  in  a 
d^  conditioned  upon  completion  of  pay¬ 
ment  of  the  adjusted  amount  at  some 
specified  future  time  or  times,  with  or 
v^thout  the  payment  of  any  considera¬ 
tion  when  the  adjustment  offer  is  ap¬ 
proved.  An  adjustment  is  not  a  final 
settlement  imtil  all  payments  under  the 
adjustment  agreement  have  been  made. 

(3)  “Cancellation”  is  the  final  dis¬ 
charge  of  a  debt  without  any  payment 
thereon. 

(4)  “Chargeoflf”  is  the  writing  off  of  a 
debt  as  an  asset,  without  release  of  lia¬ 
bility,  including  “termination  of  collec¬ 
tion  activity.” 

(5)  “Settlement”  is  the  compromise, 
adjustment,  cancellation,  or  chargeoff  of 
a  debt  owed  to  FHA.  The  term  “settle¬ 
ment”  is  used  for  convenience  in  refer¬ 
ring  to  compromise,  adjustment,  cancel¬ 
lation,  or  chargeoff  actions,  individually 
or  cc^ectively. 

(6)  “U.S.  Attorney”  as  used  herein  re¬ 
fers  also  to  the  Department  of  Justice. 

(b)  Application  of  debt  settlement  pol¬ 
icies.  All  debtors  are  entitled  to  impartial 
treatment  and  uniform  consideration 
under  this  part.  Accordingly,  FHA  per¬ 
sonnel  charged  with  any  responsibility  in 
connection  with  debt  settlement  will  ad¬ 
here  strictly  to  the  authorizations,  re¬ 
quirements,  and  limitations  set  forth  in 
this  part,  and  will  not  substitute  therefor 


their  individual  feelings  or  sympathies  in 
connection  with  any  settlement. 

(c)  Collection  efforts  and  negotiating 
the  settlement.  When  debtors  are  con¬ 
tacted  in  an  effort  to  collect.  County  Su¬ 
pervisors  should  obtain  from  them 
essential  information  concerning  their  fi¬ 
nancial  condition.  If  it  appears  that  the 
debtor  will  not  be  able  to  pay  in  full  and 
the  indebtedness  is  eligible  for  settlonent 
imder  this  part,  such  action  should  be 
taken,  if  possible,  to  avoid  unnecessary 
litigation  to  enforce  collection.  If  the 
debt  is  eligible  for  settlement,  the  d^t 
settlement  authorities  of  this  Agency 
should  be  explained  and  the  privil^es 
thereof  extended  to  the  debtor.  The  in¬ 
formation  obtained  from  the  debtor 
should  be  documented  on  Form  FHA 
456-1,  “Application  for  Settlement  of  In¬ 
debtedness,”  or  Form  FHA  456-2,  “Can¬ 
cellation  or  Charge-Off  of  FHA  Indebt¬ 
edness,”  as  appropriate.  In  negotiating  a 
settlement,  all  of  the  factors  which  are 
pertinent  to  determining  ability  to  pay 
will  be  discussed  with  the  debtor  to  as¬ 
sist  him  in  arriving  at  the  proper  type 
and  terms  of  a  settlement.  The  present 
and  future  repasrment  ability  of  a  debtor, 
considering  the  factors  mentioned  in  this 
part  and  any  other  pertinent  informa¬ 
tion  will  be  the  basis  for  determining 
whether  the  debt  should  be  collected  in 
full,  compromised,  adjusted,  canceled,  or 
chaiged  off.  It  is  impossible  in  cases  eli¬ 
gible  for  debt  settlement  to  forecast  ac¬ 
curately  the  debtor’s  future  repayment 
ability  over  a  long  period  of  time;  conse¬ 
quently,  the  period  of  time  during  which 
payments  on  adjustment  offers  are  to  be 
made  should  not,  except  in  imusual  cases, 
exceed  3  years.  If  a  debtor’s  income  is  de¬ 
rived  from  sources  which  do  not  appear 
to  be  stable,  it  may  be  preferable  to 
consider  a  compromise  offer  in  a  lesser 
amount  than  an  adjustment  offer  pay¬ 
able  over  a  period  of  time.  Likewise,  it 
may  be  preferable  to  consider  an  adjust¬ 
ment  offer  in  a  analler  amoimt  providing 
for  larger  payments  over  a  shorter  period 
of  time  rather  than  an  adjustment  offer 
providing  for  a  larger  total  payment  over 
a  longer  period  of  time  but  with  smaller 
payments.  Debtors  have  the  right,  how¬ 
ever,  to  make  volimtary  compromise  or 
adjustment  offers  in  any  amount  should 
they  elect  to  do  so.  In  such  event  the 
offers  should  be  considered  and  proc¬ 
essed,  but  an  adjustment  offer  will  not 
be  approved  in  any  case  unless  there  is 
reasomtole  assurance  that  the  debtor  will 
be  able  to  make  the  payments  as  they 
become  due. 

(1)  Since  County  Supervisors  have  no 
authority  to  approve  debt  settlement  ac¬ 
tions,  they  will  make  no  statements  to 
debtors  concerning  the  action  that  may 
be  taken  upon  their  implications. 

(d)  Disposition  of  security  property 
and  nonsecurity  property  purchased  or 
refinanced  with  loan  funds.  When  no 
fiulher  assistance  is  to  be  extended  to  a 
debtor,  a  decision  should  first  be  made 
in  accordance  with  Subpart  B  of  Part 
1871  and  Subpart  A  of  Part  1872  of  this 
chapter,  as  appropriate,  regarding  the 
liquidation  of  any  remaining  security  or 
the  disposition  any  remaining  non¬ 
security  prtmerty  purchased  or  refi¬ 


nanced  with  loan  funds.  Ordinarily,  all 
security  property  and  nonsecurity  prop¬ 
erty  purchased  or  refinanced  with  loan 
funds  should  be  sold  and  the  proceeds 
applied  on  the  debts  before  processing 
debt  settlement  action.  Following  the 
sale  of  such  property,  or  a  decision  to 
allow  such  property  to  be  retained  under 
the  conditions  specified  in  §  1864.3(a) 

(2)  or  §  1864.5(a)  (1),  the  present  and 
future  debt  passing  ability  of  the  bor¬ 
rower  will  be  evaluated.  At  that  time: 

(1)  Compromise  and  adjustment  of¬ 
fers  may  considered  when  it  is  ap- 
p>arentthat: 

(1)  ’The  debtor  does  not  have  the  abil¬ 
ity  to  pay  in  full  and  his  financial  cir¬ 
cumstances  likely  will  not  improve,  and 

(ii)  It  is  in  the  best  interest  of  the 
Government  to  accept  an  offer  taking 
into  consideratiem  the  prospects  of  col¬ 
lecting  later  and  the  added  cost  of  con¬ 
tinuing  to  service  the  debt. 

(2)  ’The  debt  will  be  charged  off  when 
the  conditions  specified  in  §  1864.7  can  be 
met. 

(3)  The  debt  will  be  canceled  when 
the  conditions  specified  in  §  1864.4  have 
been  met. 

(e)  Proceeds  from  the  sale  of  security 
and  nonsecurity  property.  Proceeds  de¬ 
rived  from  the  sale  of  secmdty  property, 
including  crop  security,  and  nonsecurity 
property  purchased  or  refinanced  with 
loan  funds,  will  not  be  used  in  making  a 
compromise  or  adjustment  offer.  Such 
proceeds  are  subject  to  application  on  the 
debtor’s  account,  irrespective  of  an  ap¬ 
plication  for  debt  setU^ent.  When  a 
debtor  has  sold  such  property  and  wishes 
to  use  the  proceeds  therefrom  as  part  or 
all  of  the  offer,  the  County  Supervisor 
will  explain  to  him  that  such  fluids  are 
to  be  credited  on  his  debt.  After  such 
funds  are  received  for  credit  to  the  debt¬ 
or’s  account,  he  then  may  apply  for  set¬ 
tlement  of  his  remaining  ind^tedness. 

<f)  Review  by  County  Committee.  All 
proposed  settlement  actions  requiring 
the  use  of  Form  FHA  456-1  will  be  re¬ 
viewed  by  the  County  Cwnmittee,  which 
will  recommend  approval  or  rejection, 
and  no  such  settlement  will  be  approved 
if  it  would  be  more  favorable  to  the 
debtor  than  that  recommended  by  the 
County  Committee.  Periodically,  the 
County  Supervisor  will  inform  the 
County  Committee  of  settlements  ap¬ 
proved  through  the  use  of  Form  FHA 
456-2,  even  though  the  County  Cwnmit- 
tee  will  not  take  any  action  with  respect 
to  such  settlements. 

(g)  State  Office  review  committee. 
State  Directors  may  appoint  a  review 
committee  composed  of  three  State  Of¬ 
fice  staff  members,  if  available,  who  are 
qualified  by  experience  and  training,  to 
review  and  make  recommendations  on 
each  proposed  settlement. 

(h)  Determination  that  debtor  has 
acted  in  good  faith.  (1)  Before  the  appli¬ 
cation  for  settlement  is  approved,  con¬ 
sideration  will  be  given  to  determine 
whether  the  debtor  has  acted  in  good 
faith  in  an  effort  to  pay  his  debts  to 
FHA.  Some  of  the  factors  to  consider  in 
making  this  determination  are: 
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(1)  Whether  the  debtor  has  made  any 
material  misrepresentation  or  concealed 
any  material  facts  in  obtaining  loans, 
including  any  indication  of  fraud. 

(ii)  Whether  the  debtor  has  used 
sutetantial  amounts  of  loan  funds  for 
unauthorized  purposes  which  were  detri¬ 
mental  to  his  operations. 

(iii)  Whether  the  debtor  has  at¬ 
tempted  through  the  transfer  or  sale  of 
security  property  or  other  assets,  or  by 
other  means,  to  defeat  efforts  to  collect 
the  debt. 

(2)  A  determination  that  a  debtor  has 
not  acted  in  good  faith  will  be  based  on 
the  conditions  and  reasons  which  caused 
the  debtor  to  fail  to  pay  his  debt.  Such 
a  determination  will  be  made  only  after 
careful  and  considerate  study  of  the  cir¬ 
cumstances  involved  in  each  case.  A  find¬ 
ing  that  a  debtor  has  not  acted  in  good 
faith  in  an  effort  to  meet  his  obligation 
to  FUA  will  be  supported  by  a  complete 
history  and  documentation  on  Form 
FHA  456-1  of  the  acts  committed.  Such 
a  finding  must  be  clear  cut  as  to  condi¬ 
tions  and  reasons,  and  approval  of  the 
settlement  upon  application  would  not 
be  justified  unless  or  until  the  debtor 
has  made  appropriate  financial  compen¬ 
sation  under  the  circumstances  in  the 
particular  case.  This  will  permit  ap¬ 
proval  of  c(Hnpromise  or  adjustment  of 
a  claim  where  a  borrower  acted  in  bad 
faith,  provided  the  offer  is  for  more  than 
a  nominal  amount;  the  offer  represents 
a  reasonable  determination  of  his  ability 
to  pay;  and,  it  is  clearly  in  the  best  in¬ 
terest  of  FHA  to  do  so.  When  a  borrower 
has  made  restitution  by  payment  to  FHA 
of  the  value  of  any,  security  property,  or 
property  purchased  or  refinanced  with 
loan  funds  which  was  not  accoimted  for 
properly,  the  debt  may  be  canceled  upon 
application  if  the  borrower  has  no  abil¬ 
ity  to  pay  any  amount. 

(i)  Settlement  when  legal  action  has 
been  recommended  or  is  contemplated. 
Debts  will  not  be  settled: 

(1)  If  the  debtor  has  committed  any 
act(s)  which  might  still  subject  him  to 
criminal  prosecution.  This  means  that 
in  such  cases  debts  will  not  be  settled 
until  the  5-year  criminal  statute  of  limi¬ 
tations  has  expired,  or  the  U.S.  Attorney 
has  declined  criminal  prosecution  within 
that  period,  or 

(2)  If  civil  action  to  protect  the  inter¬ 
ests  of  the  Government  is  contemplated 
or  pending,  or 

(3)  If  the  case  is  in  the  hands  of  the 
U.S.  Attorney  and  he  has  not  closed  his 
file  or  placed  it  in  an  inactive  or  suspense 
category. 

(j)  Fraud  and  misrepresentation. 
When  there  is  an  indication  of  fraud  or 
misrepresentation  in  a  case  in  which 
compromise,  adjustment,  or  chargeofif  is 
proposed  under  §  1864.3(b)  or  §  1864.7 

(a)  or  (b),  and  settlement  appears  ap¬ 
propriate,  the  facts  will  be  documented 
on  Forms  FHA  456-1  or  456-2.  In  such 
case,  the  completed  form  will  be  sub¬ 
mitted  to  the  Office  of  the  General  Coim- 
sel  (OGC)  with  the  recommendation 
that  the  case  be  referred  to  the  U.S.  At¬ 
torney  for  action  on  the  proposed  settle¬ 
ment  and,  if  the  U.S.  Attorney  has  not 


previously  considered  the  fraud  or  mis¬ 
representation  aspect  of  the  case,  for 
action  in  that  regard.  The  case  may  be 
acted  upon  by  the  U.S.  Attorney  or  may 
be  returned  for  handling  under  this  part. 
Conversion  of  security  property  or  dis¬ 
position  of  Economic  Opportunity  (EO) 
property  without  properly  accounting  for 
it  does  not  constitute  fraud  as  used  in 
this  part. 

(k)  Obtaining  advice  from  the  OGC- 
State  Directors  will  obtain,  when  nec¬ 
essary,  advice  from  the  OGC  in  handling 
proposed  debt  settlement  actions  which 
involve  legal  problems.  For  example,  this 
will  be  necessary  in  certain  types  of  cases 
in  which  estate  or  guardianship  pro¬ 
ceedings  are  involved.  Settlement  of  a 
claim  against  an  estate  under  the  provi¬ 
sions  of  this  part  will  be  based  on  the 
recovery  that  may  reasonably  be  ex¬ 
pected,  taking  into  consideration  such 
items  as  the  security,  costs  of  adminis¬ 
tration,  allowances  of  minor  children 
and  surviving  spouse,  allowable  funeral 
expenses,  and  dower  and  courtesy  rights, 
and  specific  encumbrances  on  the  prop¬ 
erty  having  priority  over  claims  of  the 
Government.  (See  §  1871.19  of  this  chap¬ 
ter.) 

(l)  Settlement  where  debtor  owes  more 
than  one  type  of  FHA  loan.  It  will  not 
be  the  policy  to  settle  any  loan  indebted¬ 
ness  of  a  debtor  who  is  also  indebted  on 
another  FHA  loan,  and  who  will  con¬ 
tinue  as  an  active  borrower. 

§  1864.3  Compromise  and  adjustments. 

Non  judgment  debts  owed  to  the  FHA 
may  be  compromised  or  adjusted  upon 
application  of  the  debtor (s),  or  if  the 
debtor  is  unable  to  act  for  himself,  upon 
application  of  his  guardian,  executor,  ad¬ 
ministrator,  or  any  other  perscm  directly 
interested  in  his  estate,  subject  to  the 
policies  and  procedures  contained  in  this 
part. 

(a)  Debts,  regardless  of  the  amount, 
may  be  compromised  or  adjusted  subject 
to  the  following: 

(1)  The  debt  or  any  extension  thereof 
on  which  compromise  or  adjustment  is 
requested  is  due  and  payable  under  the 
terms  of  the  note  or  other  instnunent,  or 
because  of  acceleration  by  written  notice 
prior  to  the  date  of  application. 

(2)  The  debtor  is  unable  to  pay  his 
indebtedness  in  full  and  has  offered  an 
amount  equal  to  the  present  market 
value  of  the  existing  security  for  the 
debt,  including  any  crop  security;  any 
existing  nonsecurity  property  purchased, 
refinanced,  or  improved  with  FHA  loan 
funds  in  excess  of  minimum  essential 
family  living  needs,  and  any  additional 
amoimt  which  he  is  able  to  pay.  ITie 
amount  offered  must  represent  a  reason¬ 
able  determination  of  the  debtor’s  ability 
to  pay.  In  such  cases  the  debtor  may  re¬ 
tain  the  property.  The  debtor’s  income 
and  expenses  are  critical  factors  in  de¬ 
termining  whether  he  is  eligible  for  any 
settlement  and,  if  so,  the  type  of  settle¬ 
ment  and  the  amount  which  he  can 
reasonably  be  expected  to  offer.  In  evalu¬ 
ating  the  debtor’s  ability  to  pay,  it  is 
essential  that  reliable  information  be 
obtained  in  sufficient  detail  to  assure 


that  the  items  are  complete  and  accurate 
concerning  the  following: 

(i)  Income  available  for  compromise 
or  adjustment,  (a)  The  debtor’s  total 
present  income  from  all  sources  will  be 
determined.  In  addition,  careful  consid¬ 
eration  will  be  given  to  the  probable 
sources,  amount,  and  stability  of  income 
to  be  received  over  a  reasonable  period 
of  years.  Old  age  pensions,  other  public 
welfare  assistance,  and  pensions  received 
by  veterans  for  pensionable  disabilities, 
will  not  be  considered  as  sources  of 
funds  with  which  to  make  compromise 
and  adjustment  offers. 

(b)  The  amount  of  the  debtor’s  oper¬ 
ating  and  living  expenses  necessary  to 
enable  him  to  continue  his  operations 
will  be  determined. 

(c)  The  amount  of  the  debtor’s  debts 
and  the  priority  of  payments  which  must 
be  made  on  such  debts,  from  income,  will 
be  determined. 

(ii)  Age  and  health  of  the  debtor  and 
his  family.  When  the  debtor  is  dependent 
largely  on  income  from  an  occupation  in 
which  his  manual  labor  is  required,  age 
and  health  are  vital  factors  in  determin¬ 
ing  his  ability  to  pay.  However,  when  the 
debtor’s  income  is  from  investments, 
business  enterprises,  or  his  management 
efforts,  age  and  health  are  of  less  impor¬ 
tance.  The  number  in  the  debtor’s  fam¬ 
ily,  and  their  ages  and  condition  of  their 
health,  also  will  weigh  heavily  in  deter¬ 
mining  his  ability  to  pay. 

(iii)  Debtor’s  assets,  other  than  secu¬ 
rity  property,  and  nonsecurity  property 
purchased,  improved,  or  refinanced  with 
loan  funds.  The  value  of  such  assets  in 
relation  to  d^ts  and  liens  of  third  par¬ 
ties,  is  important  in  determining  the 
debtor’s  ability  to  pay.  It  is  recognized 
that  debtors  must  retain  a  reasonable 
equity  in  their  essential  nonsecurity 
property  in  order  to  continue  their  nor¬ 
mal  operations  and  meet  family  living 
expenses  over  a  period  of  years.  Under 
this  policy  there  will  not  be  considered 
as  available  for  offer  in  settlement  a 
reasonable  equity  in  a  modest  nonsecu- 
rity  homestead  occupied  by  the  debtor, 
whether  or  not  exempt  from  levy  and 
execution;  and,  nonseciuity  property 
purchased,  refinanced,  or  improved  with 
FHA  loan  funds  which  is  esseotial  for 
minimiun  family  living  needs. 

(b)  Debts  of  $20,000  or  less,  exclusive 
of  interest,  which  cannot  be  compro¬ 
mised  or  adjusted  under  the  provisions 
of  paragraph  (a)  of  this  section,  and 
when  collection  cannot  be  made  without 
suit,  may  be  compromised  or  adjusted  in 
the  following  Instances,  even  though  the 
debtor  may  have  the  ability  to  pay  in 
full,  unless  there  is  an  indication  of 
fraud  or  misrepresentation  on  the  part 
of  the  debtor.  (Where  there  is  an  indica¬ 
tion  of  fraud  or  misrepresentation,  see 
§  1864.2(j)  for  handling.) 

(1)  Litigative  probabilities.  When  the 
OGC  has  advised  in  writing  that: 

(i)  There  is  a  real  doubt  concerning 
the  Government’s  ability  to  prove  its 
case  in  court  for  the  full  amount  of  the 
debt,  and 

(ii)  'The  amount  offered  represents  a 
reasonable  settlement  considering: 
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(a)  The  probability  of  prevailing  on 
the  legal  issues  involved. 

(b)  The  probability  of  proving  facts  to 
establish  full  or  partial  recovery,  having 
due  regard  to  the  availability  of  wit¬ 
nesses  and  other  pertinent  factors. 

(c)  The  probable  amount  of  court 
costs  which  may  be  assessed  against  the 
Government  if  it  is  imsuccessful  in  liti¬ 
gation. 

(2)  Costs  of  collecting  debt.  When  the 
cost  of  collecting  the  debt  does  not  justi¬ 
fy  enforced  collection  of  the  full  amount, 
the  amount  accepted  in  compromise  or 
adjustment  may  reflect  an  appropriate 
discount  for  administrative  and  litigative 
costs  of  collection.  Sucn  discoimt  will  not 
exceed  $250  unless  the  OGC  advises  that 
in  the  particular  case  a  larger  discount  Is 
appropriate.  Costs  of  collecting  may  be 
a  substantial  factor  in  settling  small 
debts  but  normally  will  not  carry  great 
weight  in  settling  large  debts. 

§  1864.4  Cancellation  upon  application. 

Nonjudgment  debts  regardless  of  the 
amount,  owed  to  FHA  may  be  canceled 
upon  application  of  the  debtor,  or  if  a 
debtor  is  unable  to  act  for  himself,  upon 
the  application  of  liis  guardian,  executor, 
administrator,  or  any  other  person  di¬ 
rectly  interested  in  his  estate,  subject  to 
the  policies  and  procedures  contained  in 
this  part  and  the  following: 

(a)  The  FHA  employee  having  charge 
of  the  accoimt  furnishes  a  report  and 
favorable  recommendation  concerning 
the  cancellation. 

(b)  There  is  no  known  seciirity  for 
the  debt  or  nonsecurity  property  pur¬ 
chased,  refinanced,  or  improved  with 
FHA  loan  funds  which  is  in  excess  of 
minimum  living  needs.  The  present 
market  value  of  the  security  property 
which  may  be  retained  \mder  the  condi¬ 
tion  specified  in  this  subparagraph  must 
not  exceed  $400. 

(c)  The  debtor  or  any  extension 
thereof,  on  which  cancellation  is  re¬ 
quested,  has  been  due  and  payable,  or 
the  debt  has  been  accelerated  by  written 
notice,  5  years  or  more  prior  to  the  date 
of  application. 

(d)  The  debtor  is  unable  to  pay  any 
part  of  his  debt  and  has  no  reasonable 
prospect  of  being  able  to  do  so.  The  abil¬ 
ity  of  the  debtor  to  pay  from  Income 
will  be  determined  as  specified  in 
S  1864.3(a)  (2). 

§  1864.5  Cancellation  of  nonjudgmcnt 
debts,  regardless  of  the  amount  of 
deceased,  disappeared,  and  bankrupt 
debtors  without  applications. 

Debts  due  the  FHA  may  be  canceled 
by  use  of  Form  FHA  456-2  upon  a  report 
and  the  favorable  recommendation  of 
the  employee  having  charge  of  the  ac¬ 
coimt  in  the  following  instances: 

(a)  Deceased  debtors.  The  debtor  is 
deceased  and  the  following  conditions 
exist: 

(1)  There  is  no  known  security  for  the 
debt,  or  nonsecuiity  property  which  was 
purchased,  refinanced,  or  improved  with 
FHA  loan  funds,  unless  such  ntmsecurity 
property  Is  to  be  retained  as  essential  for 
minimum  family  living  needs. 


(2)  If  an  administrator  or  executor 
has  not  been  appointed  to  settle  the 
debtor’s  estate,  the  financial  condition 
of  the  estate  has  been  investigated  and 
it  has  been  established  that  there  is  no 
reasonable  prospect  of  recovery. 

(3)  If  an  administrator  or  executor 
has  been  appointed  to  settle  the  estate 
of  a  debtor  and  a  final  settlement  has 
been  made  and  confirmed  by  the  probate 
court  and  the  Government’s  claim  was 
recognized  properly  and  the  Government 
has  received  all  funds  it  was  entitled  to; 
or  a  final  settlement  has  not  been  made 
and  confirmed  by  the  probate  court  but 
there  are  no  assets  in  the  estate  from 
which  there  is  any  reasonable  prospect 
of  recovery:  or,  regardless  of  whether  a 
final  settlement  has  been  made,  there 
were  assets  in  the  estate  from  which  re¬ 
covery  might  have  been  affected  but  such 
assets  have  been  disposed  of  or  lost  in  a 
manner  which  the  OGC  advises  will  pre¬ 
clude  any  reasonable  prospect  of  recov¬ 
ery  by  the  Government. 

(b)  Disappeared  debtors.  The  debtor 
has  been  absent  from  his  last  known 
address  for  a  period  of  at  least  5  years, 
he  has  no  known  assets,  his  whereabouts 
cannot  be  ascertained  without  undue 
expense,  and  there  is  no  existing  security 
for  the  debt. 

(1)  Local  representatives  of  other 
agencies  of  the  U.S.  Department  of  Agri¬ 
culture  in  the  area,  who  might  reason¬ 
ably  be  expected  to  have  some  knowledge 
of  the  debtor’s  present  address,  have 
been  contacted  and  such  agencies  have 
not  known  of  the  debtor’s  whereabouts 
during  the  last  5  years  preceding  the 
date  action  is  Initiated  to  cancel  the  debt. 

(2)  Other  reasonable  efforts  have  been 
made  to  locate  the  debtor.  These  efforts 
will  generally  include  contacts,  either 
in  person  or  by  correspondence,  with 
postmasters,  motor  vehicle  licensing  au¬ 
thorities,  city  directories,  utility  com¬ 
panies,  any  known  relatives  of  the 
debtor,  persons  living  in  the  community 
where  the  debtor  resided  who  were  ac¬ 
quainted  with  him,  and  members  of  the 
County  Committee.  Also,  the  debtor’s 
loan  file  should  be  reviewed  carefully  for 
possible  leads  that  may  be  of  assistance 
in  locating  him.  ’The  efforts  made  to  lo¬ 
cate  the  debtor,  including  the  names  of 
persons  contacted,  the  dates  of  contacts, 
and  the  information  furnished  by  each, 
wiU  be  documented  fully  in  the  appro¬ 
priate  space  on  the  debt  settlement  form. 
When  the  debtor’s  file  shows  no  current 
attempt  to  locate  him,  a  further  effort 
will  be  made  to  locate  him  before  action 
is  initiated  to  cancel  the  debt.  When  the 
date  of  disappearance  cannot  be  de¬ 
termined  from  the  file,  other  reliable 
sources  of  information,  such  as  personal 
interviews  with  people  who  were  ac¬ 
quainted  with  the  debtor  may  be  used  to 
establish  that  his  whereabouts  actually 
has  been  unknown  for  the  last  5  years  or 
more.  Such  information  and  its  source 
will  be  shown  on  or  attached  to  FPrm 
FHA  456-2. 

(c)  Cancellation  of  debts  that  have 
been  discharged  in  bankruptcy.  Debts 
discharged  in  bankruptcy  may  be  can¬ 
celed  by  the  use  of  Form  FHA  456-2 


when  an  opinion  has  been  obtained  from 
the  OQC  showing  that  the  discharge  will 
bar  legal  action  by  the  Government 
against  the  debtor  to  enforce  collection 
of  the  debt. 

§  18(»4.6  Chargeoff  of  judgment  debts 
(regardless  of  the  amount)  without 
application. 

Judgments  obtained  by  U.S.  Attorneys 
may  be  charged  off  by  use  of  Form  FHA 
456-2  upon  a  report  and  favorable 
recommendation  of  the  employee  having 
charge  of  the  account,  provided: 

(a)  The  debtor  is  deceased  and  all  of 
the  requirements  of  §  1864.5(a)  have 
been  met,  or 

(b)  The  debtor  has  been  absent  from 
his  last  known  address  for  a  period  of  at 
least  5  years  and  all  of  the  requirements 
of  §  1864.5(b)  have  been  met,  or 

(c)  The  judgment  debt  has  been  dis¬ 
charged  in  bankruptcy  and  all  of  the 
requirements  of  §  1864.5(c)  have  been 
met,  or 

(d)  The  debt  (as  distinguished  from 
the  judgment)  has  been  due  and  payable 
for  5  years  or  more  and  a  period  of  2 
years  has  elapsed  since  any  collections 
were  made  on  the  judgment  The  judg¬ 
ment  debtor  (all  debtors,  if  more  than 
one)  has  no  equity  in  property  on  which 
the  judgment  is  a  lien  or  on  which  it  can 
presently  be  made  a  lien.  The  judgment 
is  imcollectible  in  whole  or  in  part. 

§  1864.7  Qiargcoff  of  nonjudgment 
debts. 

(a)  Debts  which  cannot  be  settled 
under  other  provisions  of  this  part  may 
be  charged  off  through  the  use  of  Form 
FHA  456-1  without  the  debtor’s  signa¬ 
ture  in  the  following  instances: 

(1)  Debts  of  $20,000  or  less,  exclusive 
of  interest,  may  be  charged  off,  even 
though  they  may  not  be  due  and  payable 
and  regardless  of  whether  bad  faith  is 
involved,  provided: 

(1)  ’Ihe  FHA  employee  having  charge 
of  the  account  furnishes  a  report  and 
favorable  recon^endation  concerning 
the  chargeoff . 

(il)  ’The  debtor  is  unable  to  pay  any 
part  of  the  debt  and  has  no  apparent 
future  debt  pa3mient  ability  determined 
as  specified  in  §  1864.3(a)  (2).  In  cases 
where  a  borrower’s  address  has  been  im- 
known  for  not  more  than  2  years,  such 
determination  may  be  made  on  the  basis 
of  information  obtained  from  informed, 
reliable  sources. 

(iii)  'There  is  no  known  security  for 
the  debt  or  nonsecurity  property  pur¬ 
chased,  refinanced,  or  improved  with 
FHA  loan  funds  which  is  in  excess  of 
minimum  living  needs.  The  present  mar¬ 
ket  value  of  the  secmity  property  which 
may  be  retained  under  the  condition 
specified  in  this  subdivision  must  not 
exceed  $400. 

(iv)  ’There  is  no  indication  of  fraud  or 
misrepresentation.  Where  there  is  an 
indication  of  fraud  or  misrepresentation, 
the  debt  should  be  handled  in  accord¬ 
ance  with  the  provisions  of  §  864.2(j). 

(2)  Debts  of  more  than  $20,000,  ex¬ 
clusive  of  Interest,  may  be  charged  off 
when: 
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(i)  Debtors  have  not  acted  in  good 
faith  as  determined  under  the  require¬ 
ments  in  §  1864.2(h). 

(ii)  The  PH  A  employee  having  charge 
of  the  account  furnishes  a  report  and 
favorable  recommendation  concerning 
the  chargeoff. 

(iii)  The  debtor  is  unable  to  pay  any 
part  of  the  debt  and  has  no  apparent 
future  debt  payment  ability  determined 
as  specified  in  §  1864.3(a)  (2).  In  cases 
where  the  borrower’s  address  has  been 
unknown  for  more  than  2  years,  such  de¬ 
termination  may  be  made  on  the  basis 
of  information  obtained  from  informed 
reliable  sources. 

(iv)  There  is  no  known  security  for 
the  debt  or  nonsecurity  property  pur¬ 
chased,  refinanced,  or  improved  with 
FHA  loan  funds  which  is  in  excess  of 
minimum  living  needs.  The  present  mar¬ 
ket  value  of  the  security  property  which 
may  be  retained  under  the  condition 
specified  in  this  subdivision  must  not  ex¬ 
ceed  $400. 

(v)  The  debt  or  any  extension  thereof 
has  been  due  and  payable  for  5  years 
or  more  under  the  terms  of  the  note  or 
other  instrument,  or  by  acceleration  by 
written  notice. 

(3)  Dociunentation  of  information: 
Form  FHA  456-1  will  reflect  the  sources 
from  which  the  information  documented 
thereon  was  obtained.  At  the  top  of 
page  1  of  Form  FHA  456-1  in  the  space 
just  below  the  form  number,  there  will 
be  inserted  the  notation  “chargeoff.” 

(b)  Debts  of  a  principal  balance  of 
$20,000  or  less  may  be  charged  off 
through  the  use  of  Form  FHA  456-2  in 
the  following  instances: 

(1)  Costs  will  exceed  recovery.  Debts 
with  a  principal  balance  of  $400  or  less 
may  be  charged  off  when  efforts  to  col¬ 
lect  the  accoimt  have  been  unsuccessful 
and  it  is  apparent  that  future  collection 
efforts  will  be  ineffectual  or  likely  to 
prove  uneconomical. 

(2)  Claims  legally  without  merit.  Debts 
may  be  charged  off  whenever  the  OGC 
advdses  in  writing  that  the  claim  is  legal¬ 
ly  without  merit. 

(3)  Claims  cannot  be  substantiated. 
Even  though  FHA  considers  the  claim 
to  be  valid,  a  debt  may  be  charged  off 
when  efforts  to  induce  voluntary  pay¬ 
ments  are  unsuccessful:  there  is  no  in¬ 
dication  that  collection  can  be  made  by 
setoff;  the  CX3C  advises  in  writing  that 
evidence  necessary  to  prove  the  claim 
in  court  cannot  be  produced;  and,  there 
is  no  indication  of  fraud  or  misrepre¬ 
sentation. 

(4)  Fraud  or  misrepresentation. 
Where  there  is  an  indication  of  fraud 
or  misrepresentation  the  debt  should  be 
handled  in  accordance  with  provisions  of 
§  1864.2(J). 

(c)  The  debtor  will  not  be  informed  of 
the  action  taken  under  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section. 

§  1864.8  Compromise  or  cancellation  of 
debts  through  the  use  of  Form  FHA 
456—1  when  sig^nature  of  the  doblur 
cannot  be  obtained. 

Debts  of  a  living  debtor  may  be  com¬ 
promised  or  canceled  if  it  is  impossible 
or  impracticable  to  obtain  his  signed  ap¬ 


plication  and  all  other  requirements  of 
this  part  applicable  to  compromise  or 
cancellation  upon  application  have  been 
met.  Form  FHA  456-1  will  be  prepared 
and  processed  as  prescribed  in  §§  1864.15 
and  1864.10  where  joint  debtors  are  in¬ 
volved,  and  also  will  reflect: 

(a )  The  sources  from  which  the  infor¬ 
mation  was  obtained. 

<b)  That  a  current  effort  was  made  to 
obtain  the  debtor’s  application  and  the 
date  of  such  effort. 

(c)  The  specific  reasons  why  it  was  im¬ 
possible  or  impracticable  to  obtain  the 
signature  of  the  debtor,  and  if  the 
debtor  refused  to  sign,  the  reason  given 
by  him. 

§  1861.9  Cunccllulion  ur  cliurgcofl'  of 
dchlK  through  the  use  of  Form  FHA 
4.56—1  wiihoiil  personally  contacting 
the  debtor. 

Debts  of  a  debtor  whose  address  or 
whereabouts  is  known  may  be  canceled 
or  charged  off  without  personally  con¬ 
tacting  the  debtor  or  parties  residing  in 
his  neighborhood  to  obtain  information 
about  his  financial  circumstances 
provided : 

(a)  He  lives  in  a  recognized  high  crime 
area  in  which  it  would  be  extremely  haz¬ 
ardous  for  an  FHA  employee  to  visit  and 
where  it  is  unlikely  that  any  inhabitant 
would  have  an  income  above  the  poverty 
level.  A  statement  in  regard  to  this  mat¬ 
ter  must  be  documented  on  Form  FHA 
456-1. 

(b)  The  County  Office  file  discloses 
that  when  he  moved  into  the  area  de¬ 
scribed  in  paragraph  (a)  of  this  section, 
he  had  no  assets  out  of  which  collection 
could  be  enforced  and  that,  because  of 
his  lack  of  any  special  skills  or  ability,  his 
prospects  of  earning  more  than  enough 
to  support  a  minimum  subsistence  are 
remote.  The  circumstances  of  the  debtor 
at  the  time  he  moved  into  the  area  will 
be  documented  in  part  VII  in  lieu  of 
completing  part  IV  of  Form  FHA  456-1. 

(c)  The  debt  will  be: 

(1)  Canceled  if  the  debtor  acted  in 
good  faith  and  the  conditions  specified  in 
§  1864.4  (a),  (b),  or  (c)  are  met,  or 

( 2 >  Charged  off  in  the  conditions  spec¬ 
ified  in  S  1864.7(a)  (1)  (i),  (iii),  and  (iv) 
or  (2)  (i),  (ii),  (iv),  and  (v),  are  met. 

§1864.10  Joint  debtors. 

Settlements  may  not  be  approved  as  to 
one  joint  debtor  unless  approved  as  to 
all  debtors.  The  term  "joint  debtors”  in¬ 
cludes  all  parties  (individuals,  corpora¬ 
tions,  estates,  and  so  forth)  who  are  le¬ 
gally  liable  for  payment  of  the  debt. 

(a)  Separate  and  individual  adjust¬ 
ment  offers  from  joint  debtors  should  be 
accepted  and  processed  only  as  a  joint 
adjustment  offer.  Joint  debtors  should 
be  advised,  and  part  V  of  Form  FHA  456- 
1  should  contain  a  statement  that  all 
debtors  will  remain  liable  for  the  balance 
of  the  debt  until  all  payments  due  under 
the  joint  offer  have  been  made. 

(b)  In  those  States  in  which  the  wife 
is  not  legally  liable  for  payment  of  the 
debt  even  though  she  signed  notes  or 
other  loan  or  security  instrmnents  with 
respect  thereto,  the  State  Director,  with 
the  advice  of  the  OGC,  will  issue  a  State 


procedure  outlining  the  basis  for  deter¬ 
mining  whether  the  wife  is  a  debtor 
and,  consequently,  whether  she  will 
be  required  to  make  application  for 
settlement. 

(c)  A  separate  application  will  be 
completed  by  each  debtor,  unless  the 
debtors  are  members  of  the  same  family, 
such  as  husband  and  wife,  or  mother  and 
son,  and  their  situation  is  such  that  all 
necessary  information  can  be  shown 
clearly  in  a  single  application.  In  the 
latter  cases,  the  application  will  contain 
the  reouired  financial  information  for 
each  debtor  and  will  be  signed  by  each. 
When  separate  applications  are  required, 
they  will  be  transmitted  to  the  State 
Office  together  and  considered  as  a  unit. 

(d)  If  one  debtor  applies  for  compro¬ 
mise,  adjustment,  or  cancellation,  or  the 
debt  as  to  him  is  to  be  charged  off  and 
the  other  debtor  is  deceased,  or  has  re¬ 
ceived  a  discharge  of  the  debt  in  bank¬ 
ruptcy,  or  his  whereabouts  is  unknown, 
or  it  is  impossible  or  impracticable  to  ob¬ 
tain  his  signature : 

(1)  Form  FHA  456-1  will  be  prepared 
by  showing  at  the  top  of  the  form  the 
name  of  the  debtor  requesting  settlement, 
followed  by  the  name  of  the  other  debtor, 
for  example:  “John  Doe.  joint  debtor 
with  Mary  Doe,  deceased”:  “John  Doe, 
joint  debtor  with  Mary  Doe,  bankrupt”: 
“John  Doe,  joint  debtor  with  Mary  Doe, 
whereabouts  unknown”;  “John  Doe. 
joint  debtor  with  Mary  Doe,  impossible 
or  impracticable  to  obtain  signature”:  as 
appropriate.  In  addition  to  the  informa¬ 
tion  concerning  settlement  of  the  debt 
as  to  the  debtor  making  application,  in¬ 
formation  also  will  be  shown  in  part 
VII  of  Form  FHA  456-1  which  justifies 
settlement  of  the  debt  as  to  the  debtor  (s> 
not  joining  in  the  application  as  required 
under  appropriate  sections  of  this  part. 

(1)  Form  FHA  456-2  may  be  used  if 
the  total  indebtedness  is  not  in  excess 
of  $400  (principal)  and  the  proposed  ac¬ 
tion  is  a  chargeoff.  The  names  of  the 
debtors  will  be  shown  at  the  top  of  the 
form  in  the  same  manner  as  prescribed 
in  this  subparagraph  (  1 ) .  Under  “Facts 
Supporting  Cancellation  or  Chargeoff,” 
sufficient  information  will  be  shown  to 
justify  chargeoff  of  the  debt  against  each 
debtor. 

(2)  If  all  debtors  are  either  deceased 
or  have  received  a  discharge  of  a  debt 
in  bankruptcy  or  their  whereabouts  are 
imknown,  or  if  a  combination  of  these 
situations  exists.  Form  FHA  456-2  will 
be  used  and  will  be  completed  in  the 
manner  required  in  subparagraph  ( 1 )  of 
this  paragraph. 

(e)  If  one  living  debtor  whose  where¬ 
abouts  is  known  has  not  acted  in  good 
faith  and  has  no  ability  to  pay.  the  debt 
will  not  be  canceled  as  to  the  other 
debtor,  but  will  be  charged  off,  provided 
the  conditions  specified  in  §  1864.7(a) 
are  met. 

§  1864.11  in  llie  liandx  of  llir 

OGC. 

When  a  case  is  in  the  hands  of  the 
OGC,  and  the  debtor  makes  an  offer  of 
settlement  before  the  case  has  been  re¬ 
ferred  to  the  U.S.  Attorney,  immediately 
upon  receipt  of  such  offer,  the  County 
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Supervisor  will  notify  the  State  Direc¬ 
tor,  who  will  consult  with  the  OGC  and 
obtain  its  advice  concerning  the  pro¬ 
posal  and  the  further  handling  of  the 
case. 

§  1864.12  Cases  referred  lo  the  U.S. 
Attorney. 

(a)  Claims  and  judgments  on  which 
U.S.  Attorney’s  file  has  not  been  closed 
or  placed  in  an  inactive  or  suspense  cate¬ 
gory.  When  a  claim  is  pending  before, 
or  a  judgment  has  been  obtained  by  the 
U.S.  Attorney,  and  the  debtor  requests 
settlement  of  his  indebtedness,  the 
Coimty  Supervisor  will  explain  to  him 
that  the  U.S.  Attorney  has  exclusive 
jurisdiction  over  the  claim  or  judgment 
and  that,  therefore,  FHA  has  no  author¬ 
ity  to  consider  a  settlement  offer,  and 
that  if  he  wishes  to  make  a  compromise 
or  adjustment  offer,  he  may  submit  it 
with  any  related  payment  direct  to  the 
UjS.  Attorney.  The  County  Supervisor, 
u[>on  request  by  the  debtor,  may  assist 
him  in  preparing  the  offer  for  submission 
to  the  U.S.  Attorney,  but  the  offer  will  be 
under  the  signature  of  the  debtor.  The 
offer  may  be  made  on  Form  FHA  456-1, 
if  acceptable  to  the  U.S.  Attorney,  or  in 
such  other  manner  as  the  debtor  desires. 
The  County  Supervisor  will  not  volunteer 
any  recommendations  to  the  U.S.  At¬ 
torney,  or  make  any  statement  or  com¬ 
mitment  to  the  debtor  which  might  in 
any  way  prejudice  the  U.S.  Attorney’s 
handling  of  the  case.  The  County  Su¬ 
pervisor  will  advise  the  debtor  that  any 
payment  submitted  in  connection  with 
the  offer  should  be  in  the  form  of  a 
money  order  or  cashier’s  check  payable 
to  the  Treasiu^r  of  the  United  States. 
The  County  Supervisor  will  not  issue  a 
receipt  for  the  payment. 

(b)  Claims  and  judgments  on  which 
U.S.  Attorney's  file  has  been  closed  or 
placed  in  an  inactive  or  suspense  cate¬ 
gory — (1)  Claims.  When  a  claim  has  re¬ 
ferred  to  the  U.S.  Attorney  and  his  file 
has  been  closed  or  placed  in  an  inactive 
or  suspense  category  without  taking 
judgment,  the  debt  may  be  compromised, 
adjusted,  canceled,  or  charged  off  under 
this  part. 

(2)  Judgments.  When  a  judgment  has 
been  obtained  by  the  U.S.  Attorney,  the 
judgment  account  may  be  charged  off 
on  the  FHA  records  by  the  use  of  Form 
FHA  456-2  under  the  conditions  set  firth 
in  §  1864.6. 

§  1864.13  Regional  Agricultural  Credit 
('.orporation  (RACC)  and  SRRC 
judgments  obtained  in  State  courts 
by  private  attorneys. 

RACC  judgments  obtained  in  State 
courts  by  private  attorneys  may  be  com¬ 
promised,  adjusted,  canceled,  or  charged 
off  under  this  part.  SRRC  judgunents  ob¬ 
tained  in  State  courts  by  private  attor¬ 
neys  sdso  may  be  compromised,  adjusted, 
canceled,  or  charged  off  under  this  part, 
subject  to  any  limitations  contain^  in 
guidelines  available  in  all  FHA  offices. 
In  either  case,  unless  the  file  shows  that 
court  costs  have  been  paid  and  the  fee 
of  the  attorney  who  obtained  the  judg¬ 
ment  has  been  paid  the  offer  will  be 
submitted  to  the  OGC  for  legal  advice. 


If  the  debtor  requests  a  satisfaction  of 
judgment  upon  payment  of  the  compro¬ 
mise  offer  of  fin^  payment  of  an  adjust¬ 
ment  offer,  the  County  Supervisor  will 
request  through  the  State  Director,  the 
advice  of  the  OGC  and  the  preparation 
of  a  satisfaction.  The  State  Director  will 
notify  the  OGC  in  each  such  settlement 
when  it  is  made,  if  the  case  has  been 
referred  to  his  office. 

§  1864.14  Approval  of  scitlemcnt  and 
Mubiiii»>sion  lo  INalional  Office. 

(a)  Approval  of  settlement.  Subject 
to  the  policies,  procedures,  and  limita¬ 
tions  set  forth  in  this  part,  the  com¬ 
promise,  adjustment,  cancellation,  or 
chargeoff  of  debts  may  be  approved: 

(1)  By  the  State  Director  where  the 
indebtedness  involved  in  the  settlement 
is  less  than  $15,000  (including  principal, 
interest,  and  other  charges).  ’The  State 
Director  may  redelegate  all  or  part  of 
his  authority  to  State  Office  loan  ap¬ 
proval  officials  upon  authorization  from 
the  Administrator  when  justified  by  the 
volume  of  debt  settlement  actions. 

(2)  By  the  Administrator  where  the 
indebtedness  involved  in  the  settlement 
is  $15,000  or  more  (including  principal, 
interest,  and  other  charges) . 

(b)  Submission  to  the  National 
Office.  The  following  types  of  proposed 
settlements,  if  recommended  by  the 
State  Director,  will  be  submitted  to  the 
National  Office  for  consideration  before 
approval  or  rejection  by  the  authorized 
official : 

(1)  Settlements  falling  within  the 
Administrator’s  authority. 

(2)  The  debts  on  which  settlement 
is  projjosed  include  rent  accounts,  D-1 
and  other  leases,  Lease  and  Purchase 
Contracts  that  have  been  canceled,  or 
any  other  debts  which  have  been  re¬ 
ported  to  the  General  Accounting  Office 
as  imcollectible,  if  the  file  contains  no 
evidence  that  the  General  Accounting 
Office  has  closed  its  file  and  agreed  that 
FHA  resume  collection  efforts;  or,  the 
account  is  known  to  be  in  the  hands  of 
the  U.S.  Attorney.  The  Coimty  Office 
folder  should  not  be  submitted  to  the 
National  Office  unless  there  are  other 
accounts  involved  in  the  settlement 
which  would  require  such  submission. 

(3)  The  debtor’s  account  is  involved 
in  a  fiscal  irregularity  investigation 
case  upon  which  final  action  has  not 
been  taken,  or  shows  evidence  that  a 
shortage  may  exist  and  that  an  inquiry 
shoidd  be  made. 

(4)  The  State  Director  desires  advice 
from  the  National  Office  on  any  proposed 
settlement  not  included  in  this  section. 

(c)  Documents  to  be  submitted  to  the 
National  Office.  Cases  submitted  to  the 
National  Office,  will  be  accompanied  by 
the  appropriate  debt  settlement  forms 
and  County  Office  files  (except  in  cases 
in  paragraph  (b)(2)  of  this  section), 
together  with  a  transmittal  memorandiun 
from  the  State  Director,  making  a  defi¬ 
nite  recommendation  for  approval  or  re¬ 
jection  and  furnishing  any  additional 
information  considered  pertinent  to  the 
proposed  settlement.  If  the  Administra¬ 
tor  or  his  delegate  in  the  National  Office 
concurs  in  the  approval  of  a  proposed 


settlement  which  is  within  the  State  Di¬ 
rector’s  approval  authority,  a  copy  of  the 
memorandum  notifying  the  State  Direc¬ 
tor  of  such  concurrence  will  be  attached 
to  the  original  debt  settlement  form  when 
it  is  transmitted  to  the  Finance  Office. 

§  1864.15  Preparation  and  prore;^>iiig 
of  Form  FHA  456—1. 

Form  FHA  456-1  will  be  used  by 
debtors  in  making  application  for  com¬ 
promise,  adjustment,  or  cancellation  of 
their  debts.  Form  FHA  456-1  also  will 
be  used  by  FHA  officials  to  document  the 
necessary  information  in  connection  with 
cancellation  or  compromise  of  the  in¬ 
debtedness  of  living  debtors  when  it  is 
impossible  and  impracticable  for  legal  or 
other  reasons  to  obtain  their  application, 
and  chargeoff  of  indebtedness  of  debtors 
in  cases  described  in  5  1864.7(a).  The 
form  will  be  prepared  in  an  original  and 
two  copies.  The  original  and  one  copy 
will  be  forwarded  by  the  County  Super¬ 
visor  to  the  State  Office  with  the  debtor’s 
case  file  and  the  other  copy  will  be  re¬ 
tained  in  the  County  Office. 

(a)  Preparation  of  Form  FHA  456-1. 
(1)  It  is  essential  that  Form  FHA  456-1 
reflect  all  of  the  information  called  for 
on  the  form.  The  form  will  contain  all 
facts  essential  to  a  determination  of  the 
debtor’s  reasonable  ability  to  pay  and 
the  eligibility  of  the  indebtedness  for 
settlement,  without  reference  to  other 
sources  of  information  such  as  the 
County  Office  or  State  Office  files. 

(2)  The  inf ormation  must  be  sufficient 
to  enable  persons  reviewing  the  form  to 
determine  the  debtor’s  financial  condi¬ 
tion  and  his  present  and  apparent  fu¬ 
ture  repayment  ability,  and  to  support 
the  recommendations  of  the  County 
Supervisor,  or  County  Committee,  and 
the  final  action  taken  on  the  application. 

(3)  ’The  space  under  “Remarks”  in 
Part  vn  of  the  form  should  be  used  to 
document  those  additional  facts,  not  else¬ 
where  set  forth  on,  or  not  clear  from 
other  parts  of  the  form,  which  are  sig¬ 
nificant  and  essential  to  a  determination 
that  the  requirements  of  this  part  have 
been  met;  for  example,  an  explanation 
of  individual  items,  circumstances,  and 
conditions  including  a  statement  con¬ 
cerning  accounting  for  security  property 
or  nonsecurity  property  purchased  or 
refinanced  with  loan  funds  and,  except 
when  the  debtor  executes  the  form,  the 
date  of  contact  with  debtor. 

(b)  Settlement  payments  and  receipts. 
An  application  with  which  the  debtor 
offers  a  lump-sum  payment  in  com¬ 
promise,  with  which  he  offers  an  initial 
payment  on  an  adjustment  offer,  will  be 
supported  by  the  payments  required 
therein  at  the  time  such  application  is 
filed  in  the  County  Office.  Efforts  will  be 
made  to  avoid  applications  for  settle¬ 
ment  in  which  debtors  offer  a  specified 
amount  payable  upon  notice  of  approval 
of  the  proposed  settlement.  However, 
when  such  an  offer  cannot  be  avoided, 
the  case  will  be  handled  as  an  “adjust¬ 
ment  offer”  rather  than  as  a  “com¬ 
promise  offer.”  An  adequate  explanation 
to  debtors  that  payments  made  in  con¬ 
nection  with  offers  will  be  refunded  in 
the  form  of  ’Treasury  checks,  if  the  offers 
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are  rejected,  should  enable  County 
Supervisors  to  avoid  this  type  of  ofFer 
in  most  cases.  Payments  may  be  in  any 
form  that  is  acceptable  to  FHA  as  pay¬ 
ments  on  accounts  and  will  be  receipted 
for,  by  FHA  ofiBcials  who  are  authorized 
to  accept  collections,  in  the  usual  man¬ 
ner  on  Form  FHA  451-1,  “Receipt  for 
Payment,”  except:  Receipts  covering 
payments  made  in  compromise  cases  will 
not  show  the  usual  loan  identification, 
but  instead  will  contain  the  following 
legend;  “Compromise  Offer — FHA”;  re¬ 
ceipts  covering  payments  in  adjustment 
cases,  made  either  simultaneously  with 
the  offer  or  prior  to  receipt  of  notice  of 
approval,  will  contain  the  legend:  “Ad¬ 
justment  OfFer — niA”;  and,  receipts 
covering  subsequent  payments  by  debtors 
under  approved  adjustment  will  contain 
the  legend:  “Payment  under  FHA  ad¬ 
justment  approved  _ ”  The 

payments  referred  to  in  this  paragraph 
except  payments  in  restrictive  notation 
cases  described  in  subparagraph  (1)  of 
this  paragraph,  will  be  held  in  Deposits 
Fvmd  Accoimt  by  the  Finance  Office 
pending  receipt  from  the  State  Director 
of  notice  of  approval  or  rejection  of  the 
offer.  The  source  of  each  payment  will 
be  indicated  clearly  on  Form  FHA  451-1 
in  the  space  provided  for  that  purpose. 

(1)  Except  as  provided  in  the  next 
sentence,  payments  offered  by  debtors  in 
compromise  or  adjustment 'of  debts  will 
be  transmitted  to  the  Federal  Reserve 
Bank  or  Branch,  as  required  in  Part  1862 
of  this  chapter.  Checks  or  transmittal 
letters  containing  restrictive  notations 
such  as  “Settlement  in  full”  or  “Payment 
in  full”  in  those  exceptional  instances 
where  the  debtor  refuses  to  sign  the 
Form  FHA  456-1  in  connection  with  a 
compromise  ofFer  will  be  transmitted  to 
the  Finance  Office  where  it  will  be  held  in 
suspense,  together  with  the  Finance 
Office  copies  of  Form  FHA  451-1  and 
letters  containing  restrictive  notations, 
if  any.  The  use  of  restrictive  notations 
will  be  discouraged  to  the  fullest  extent 
possible. 

(c)  Approval  or  rejection  of  offer.  The 
final  action  taken  on  an  application  for 
settlement  will  be  indicated  by  the  ap¬ 
proving  official  who  will  sign  and  date 
the  original  Form  FHA  456-1.  When  the 
debtor’s  application  is  approved,  the 
original  of  Form  FHA  456-1  will  be  for¬ 
warded  to  the  Finance  Office  for  process¬ 
ing  and  the  duplicate  will  be  retained  in 
the  State  Office  file.  When  a  compromise 
ofFer  or  payments  under  an  adjustment 
OfFer  are  involved  and  the  debtor’s  ofFer 
is  rejected,  the  State  Director  will  request 
the  Finance  Office,  by  memorandum,  to 
refund  to  the  debtor,  in  care  of  the  ap¬ 
propriate  County  Supervisor  any  pay¬ 
ments  made  on  the  ofFer.  When  applica¬ 
tions  are  rejected,  the  original  of  Form 
FHA  456-1  will  be  retained  in  the  State 
Office  and  the  copy  will  be  returned  to 
the  County  Office. 

(1)  State  Directors  will  notify  debtors 
by  letter  of  the  final  action  taken  on 
their  applications  for  settlement.  For  ap¬ 
proved  applications,  the  letter  should 
identify  the  debts  Involved  in  the  settle¬ 
ment  by  reference  to  part  n.A  of  Form 


FHA  456-1  rather  than  by  identifying 
such  debts  specifically  by  amoimts.  In 
addition,  the  approval  letter  wUl  set  forth 
the  specific  amount  and  terms  of  the 
offer.  For  rejected  applications,  the  letter 
will  set  forth  the  reasons  therefor,  and 
a  copy  of  the  letter  will  be  stapled  to  the 
original  Form  FHA  456-1  and  retained 
in  the  State  Office.  Another  copy  of  the 
letter  to  the  debtor,  along  with  the 
debtor’s  case  folder,  will  be  returned  to 
the  County  Office.  In  restrictive  notation 
cases,  as  outlined  in  paragraph  (b)(1) 
of  this  section,  upon  receipt  of  the  copies 
of  the  rejection  letter,  the  County  Office 
will  cancel  the  County  Office  copies  of 
Form  PTIA  456-1  and  send  them  to  the 
Finance  Office.  When  canceled  Forms 
FHA  451-1  and  notices  of  rejection  are 
received,  the  Finance  Office  will  cancel 
the  Finance  Office  copies  of  the  sus¬ 
pended  Forms  FHA  451-1  and  return  to 
the  County  Offices  the  checks  which 
originally  had  been  submitted  by  debtors 
so  that  they  may  be  returned  to  them. 
When  rejection  of  an  offer  appears  to  be 
necessary  because  of  lack  of  information, 
or  because  the  amount  offered  is  in¬ 
adequate,  the  State  Director  will  request 
the  County  Supervisor  to  obtain  the  ad¬ 
ditional  information  or  make  an  effort 
to  obtain  an  acceptable  offer,  as  the  cir¬ 
cumstances  justify.  Notice  of  rejection  of 
an  offer  will  be  withheld  in  such  cases 
until  sufficient  time  has  elapsed  to  enable 
the  debtor  to  present  further  Informa¬ 
tion  or  a  new  offer.  All  settlement  offers 
w’ill  be  handled  promptly. 

§  1864.16  Preparation  and  proee«sing 
of  Form  FHA  456—2. 

Form  FHA  456-2  will  be  used  to  cancel 
debts  or  chargeoff  judgment  and  non¬ 
judgment  debts  under  the  provisions  of 
§§  1864.5,  1864.6,  and  1864.7(b)  without 
application  of  the  debtor.  The  form  will 
be  prepared  in  an  original  and  three 
copies.  ’The  original  and  three  copies  will 
be  forwarded  by  the  Coimty  Supervisor 
direct  to  the  State  Office  with  the  debt¬ 
or’s  case  file. 

(a)  Preparation  of  Form  FHA  456-2. 
(1)  Under  “Reason  for  Cancellation,” 
or  “Reason  for  Chargeoff,”  only  one  block 
will  be  checked.  When  more  than  one 
reason  exists  in  the  same  case,  the  rea¬ 
son  most  clearly  established  by  the  facts 
will  be  selected.  However,  other  listed 
reasons  may  be  given  under  “Facts  Sup¬ 
porting  Cancellation  or  Chargeoff”  as 
additional  justification. 

(2)  Under  “Facts  Supporting  Cancel¬ 
lation  or  Chargeoff,”  the  action  recom¬ 
mended  by  the  County  Supervisor  must 
be  supported  by  any  facts  necessary  to 
show  how  the  requirements  of  this  Part 
with  respect  to  the  particular  type  of 
case,  have  been  met.  Conclusions  (in¬ 
sisting  of  a  restatement  of  such  require¬ 
ments  should  not  be  shown. 

(b)  Approval  or  rejection.  The  final 
action  taken  with  respect  to  the  cancel¬ 
lation  or  chargeoff  of  debts  without  ap¬ 
plication  will  be  Indicated  by  the  approv¬ 
ing  official  who  will  sign  and  date  the 
original  of  Form  FHA  456-2.  The  original 
and  one  copy  will  be  forwarded  to  the 
Finance  Office  for  processing  unless  can¬ 


cellation  or  chargeoff  of  the  debt  is  dis¬ 
approved.  in  w'hich  case  the  original  of 
Form  FHA  456-2  will  be  retained  in  the 
State  Office  and  the  two  copies  will  be 
destroyed.  The  other  copy  of  Form  FHA 
456-2  will  be  returned  to  the  County 
Office  with  the  case  folder.  If  the  pro¬ 
posed  action  is  rejected,  the  reasons  for 
rejection  will  be  inserted  on  the  original 
of  Form  FHA  456-2  and  on  the  copy  to 
be  returned  to  the  County  Office. 

§  1864.17  Di^posiliun  iif  promi  «ory 
noles. 

(a)  All  notes  evidencing  debts  settled 
by  compromise,  completed  adjustment, 
or  cancellation  will  be  attached  to  a  copy 
of  Form  FHA  456-2  or  Form  FHA  456-3, 
“Journal  Voucher  for  Write-Off  or  Judg¬ 
ment,”  as  appropriate,  and  returned  by 
the  Finance  Office  to  the  appropriate 
County  Office. 

(1)  Notes  evidencing  debts  settled 
upon  application  or  compromised 
through  use  of  Form  FHA  456-1  without 
signature  will  be  returned  to  the  debtor 
or  to  his  legal  representative.  In  such 
cases,  satisfaction  of  the  security  instru- 
ment(s)  will  be  accomplLshed  as  pre¬ 
scribed  in  Part  1866  and  Subpart  A  of 
Part  1871  of  this  chapter  as  appropriate. 

(2)  Notes  evidencing  debts  canceled 
without  application  will  not  be  delivered 
to  the  debtor  but  will  be  placed  in  his 
case  folder  and  disposed  of  pursuant  to 
applicable  procedures. 

(b)  Not^  evidencing  charged  off  debts 
will  be  retained  in  the  Finance  Office. 

§  1864.18  Delinquent  adjiislment  agree* 
nient!«. 

(a)  County  Office  handling.  County 
Supervisors  will  notify  debtors  in  ad¬ 
vance  of  the  due  dates  of  adjustment 
payments.  County  Supervisors  should 
promptly  contact  such  debtors  and 
undertake  to  find  out  the  reasons  for  not 
making  their  i>ayments  when  due,  and 
their  plans  for  completing  their  agree¬ 
ments.  Delinquencies  of  30  days  or  more 
will  be  promptly  reported  to  the  State 
Director,  along  with  other  pertinent  in¬ 
formation,  and  the  County  Supervisor’s 
recommendation  regarding  the  further 
handling  of  the  case. 

(b)  State  Office  handling.  (1)  In  those 
instances  in  which  it  is  apparent  that 
the  debtor  is,  and  is  likely  to  con¬ 
tinue  to  be,  financially  unable  to  meet  the 
terms  of  his  agreement,  consideration 
should  be  given  by  the  State  Director 
to  avoid  the  existing  agreement  and  pro¬ 
cessing  a  different  type  of  settlement 
more  consistent  with  the  debtor’s  repay¬ 
ment  ability,  provided  the  facts  in  the 
case  justify  such  action. 

(2)  The  State  Director  may  extend, 
for  a  period  of  ninety  days,  the  time  for 
making  the  payments  when  the  circum¬ 
stances  of  the  case  justify  such  exten¬ 
sion.  Extensions  for  a  greater  period  of 
time  may  be  made  by  the  State  Director 
upon  the  recommendation  of  the  Coimty 
Committee  and  County  Supervisor,  The 
Finance  Office  will  be  notified  by  the 
State  Director  as  to  any  extensions 
granted.  When  a  recommendation  is  sub¬ 
mitted  by  the  County  Committee,  the 
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original  will  be  forwarded  to  the  Finance 
Office,  if  an  extension  is  approved. 

(3)  When  an  adjustment  agreement 
is  voided,  the  State  Director  will  notify 
the  debtor  giving  the  reasons  therefor. 
A  copy  of  such  letter  will  be  sent  to  the 
Finance  Office  and  to  the  County  Super¬ 
visor. 

<c>  Disposition  of  payments.  If  an 
agreement  is  voided,  any  payments  that 
have  been  received  will  be  retained  as 
payments  on  the  debt  owed  at  the  time 
of  the  application.  Such  payments  may 
not  be  used  as  any  part  of  a  subsequent 
compromise  or  adjustment  offer. 

§  1R64.19  Finani-r  Office  handling. 

<a)  All  payments  evidenced  by  Form 
FHA  451-1  bearing  the  legend  “Com¬ 
promise  Offer — FHA”  or  “Adjustment 
Offer — FHA.”  except  payments  in  re- 
stiictive  notation  cases  described  in 
§  1864.15ib)  (1) ,  will  be  held  in  the  De¬ 
posits  Fund  Account  by  the  Finance 
Office  until  notification  is  received  from 
the  State  Office  of  the  approval  or  rejec¬ 
tion  of  the  offer.  In  cases  of  approved 
offers,  remittances  will  be  applied  in  ac¬ 
cordance  with  established  policies,  be¬ 
ginning  with  the  oldest  loan  included  in 
the  settlement,  except  that  when  the  re¬ 
quest  for  settlement  includes  loans  made 
from  different  funds,  the  Finance  Office 
will  prorate  the  amount  received  on  the 
basis  of  the  total  principal  balance  due 
the  respective  funds.  Upon  notification  of 
the  rejection  of  a  debtor’s  offer  and  re¬ 
ceipt  of  a  request  from  the  State  Director 
for  a  refund,  the  Finance  Office  will  re¬ 
fund  to  the  debtor,  in  care  of  the  appro¬ 
priate  County  Supervisor,  the  amount 
held  in  the  Deposits  Fund  Account  repre¬ 
senting  a  rejected  compromise  or  ad¬ 
justment  offer. 

(b)  When  a  debtor’s  adjustment  offer 
is  approved,  the  accounts  involved  will 
not  be  adjusted  in  the  records  of  the 
Finance  Office  until  all  payments  have 
been  made.  In  such  cases.  Form  FHA 
456-1  will  be  held  in  a  suspense  file  pend¬ 
ing  payment  of  the  full  amoiuit  of  the 
approved  offer.  All  copies  of  Form  FHA 
450-1,  “Statement  of  Accoimt,”  or  other 
forms  used  for  the  same  purpose,  issued 
in  cases  of  approved  adjustments,  will  be 
stamped  by  the  Finance  Office  wdth  the 
following  legend:  “Subject  to  approved 
adjustment.”  The  original  Form  FHA 
456-1  in  approved  cases  will  be  retained 
in  the  Finance  Office. 

(c)  When  an  approved  compromise  or 
cancellation  settlement  is  processed,  or 
w'hen  an  approved  adjustment  offer  is 
satisfied  and  processed,  the  Finance 
Office  will  withdraw  from  the  posting 
media  file  the  notes  evidencing  the  debts 
covered  in  the  offer,  provided  all  the 
amounts  due  imder  such  notes  are  satis¬ 
fied  by  the  approvTed  settlement,  and  will 
stamp  thereon  the  following  legend : 
“Satisfied  by  approved  adjustment,  com¬ 
promise,  or  cancellation.”  (Use  which¬ 
ever  of  the  three  terms  is  appropriate 
for  the  settlement  approved.)  Such 
promissory  notes  will  attached  to  a 
copy  of  Form  FHA  456-2  or  Form  FHA 
456-3,  as  appropriate,  and  will  be  routed 
through  the  Communications  and  Rec¬ 


ords  Sectitm  of  the  Administrative  Serv¬ 
ices  Division  to  the  aiipropriate  County 
Office.  When  debts  are  charged  off,  either 
separately  or  in  conjunction  with  the 
settlement  of  other  debts.  Form  FHA 
456-2  or  Form  FHA  456-3,  as  appropriate, 
will  be  forwarded  to  the  County  Office, 
but  the  notes  evidencing  the  debts 
charged  off  will  be  retained  in  the 
Finance  Office  and  will  not  be  stamped. 
The  State  Office  wdll  not  receive  notifica¬ 
tion  of  completed  debt  settlement  actions. 
Any  necessary  followup  action  will  be 
initiated  by  the  County  Office. 

Dated:  August  30,  1971. 

Joseph  Haspray, 
Deputy  Administrator, 
Farmers  Home  Administration. 
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SUBCHAPTER  E — ACCOUNT  SERVICING 
(FHA  Instruction  451.6] 

PART  1 865— ANALYZING  CREDIT 

NEEDS  AND  GRADUATION  OF 
BORROWERS 

Part  1865,  'Title  7,  Code  of  Federal  Reg¬ 
ulations  (31  F.R.  16225)  is  revised  to 
read  as  follows: 

Sec. 

1865.1  Purpose. 

1865.2  Policy. 

1865.3  Graduation  of  FHA  borrowers  to 

other  sources  of  credit. 

1865.4  Action  when  borrower  fails  to  re¬ 

finance. 

1865.5  Review  of  graduation  progress  by 

borrowers  in.  each  county. 

Authoritt:  The  provisions  of  this  Part 
1865  issued  under  sec.  301,  80  Stat.  379,  5 
U.S.C.  301;  sec.  339,  75  Stat.  318,  7  U.S.C. 
1989;  sec.  4.  64  Stat.  100,  40  U.S.C.  442;  sec. 
510,  63  Stat.  437,  42  U.S.C.  1480;  sec.  602, 
78  Stat.  528,  42  U.S.C.  2942;  Orders  of  the 
Secretary  of  Agriculture,  29  F.R.  16210,  32 
F.R.  6650,  33  F.R.  9677;  Order  of  Director, 
OEO,  29  F.R.  14764. 

§  I86.>.  I  l*iirp«>!>e. 

This  part  prescribes  the  policies  to  be 
followed  when  analyzing  borrowers’ 
needs  for  continued  Farmers  Home  Ad¬ 
ministration  (FHA)  supervision  and 
credit,  and  graduation  of  borrowers  to 
other  sources  of  credit. 

§  1863.2  Policy. 

(a)  The  FHA  credit  programs  will  be 
administered  in  a  manner  that  will  as¬ 
sure  they  do  not  supplant  or  compete 
with  credit  available  to  rural  families 
and  groups  from  other  reliable  credit 
sources.  Such  other  credit  must  be  at 
reasonable  rates  and  terms.  Reasonable 
rates  and  terms  are  considered  as  being 
those  rates  and  terms  which  other  farm¬ 
ers  or  rural  residents  are  expected  to 
meet  when  borrowing  for  similar  pur¬ 
poses  and  periods  of  time  from  responsi¬ 
ble  lenders  in  the  area. 

(b)  Borrowers  should  graduate  to 
other  credit  on  reasonable  rates  and 
terms  when  they  are  able  to  do  so. 

(c)  The  graduation  of  FHA  borrowers 
to  other  credit  sources  should  be  accom¬ 
plished  by  voluntary  means.  Hiis  is  de¬ 
sirable  from  the  standpoint  of  the 


borrower,  other  lenders,  the  Government, 
and  the  public.  Borrowers  should  be  in¬ 
spired  to  graduate  as  a  mark  of  success 
in  their  financial  affairs.  The  prevailing 
interest  rate  differential  between  FHA 
loans  and  loans  by  other  lenders  for  sim¬ 
ilar  purposes  and  periods  of  time  varies 
from  time  to  time  and  from  one  area  to 
another.  This  interest  rate  differential 
requires  a  careful  analysis  and  sound 
judgment  in  determining  a  borrower’s 
readiness  to  refinance.  Continuous  em¬ 
phasis  is  needed  to  implement  the  refi¬ 
nancing  policies  of  FHA.  Ordinarily, 
graduation  can  be  accomplished  on  a 
voluntary  basis.  It  must  be  recognized, 
however,  that  the  notes  or  security  in¬ 
struments  of  most  FHA  borrowers 
contain  enforceable  agreements  requir¬ 
ing  them  to  refinance  the  loans  imder 
certain  conditions.  When  voluntary 
graduation  by  refinancing  cannot  be  ac¬ 
complished,  there  is  a  legal  basis  for 
enforcing  the  refinancing  provisions  of 
the  note  or  security  instriunent.  Legal 
action  will  be  recommended  as  necessary 
when  loan  and  security  documents  con¬ 
tain  such  provisions. 

§  1865.3  Graduation  of  FHA  borrowers 
to  other  source*  of  credit. 

(a)  Reaching  an  understanding  with 
applicants  and  borrowers.  To  properly 
implement  the  policies  set  forth  in 
§  1865.2,  the  County  Supervisor  will: 

(1)  Thoroughly  discuss  with  appli¬ 
cants  for  FHA  loans  before  loan  closing, 
and  document  the  discussion  in  the  run¬ 
ning  case  record. 

(2)  Periodically  reemphasize  the  refi¬ 
nancing  requirements  with  borrowers 
during  farm  and  home  visits  and  office 
contacts. 

(3)  Review  with  borrowers  during  ac¬ 
count  servicing  contacts  by  relating  their 
progress  and  equity  in  assets  to  the  pos¬ 
sibility  of  graduation  to  other  credit. 

(b)  When  borrowers  should  be  advised 
to  refinance  their  FHA  indebtedness. 
Borrowers,  other  than  those  indebted 
only  for  the  current  year’s  operating  ex¬ 
pense,  will  be  advised  to  obtain  credit 
from  other  sources  to  refinance  their 
FHA  debts  when  the  County  or  Area 
Committee  suid  County  Supervisor  deter¬ 
mine  they  have  made  sufficient  progress 
to  qualify  for  credit  for  similar  purposes 
and  periods  of  time  from  other  sources 
in  the  area  on  reasonable  rates  and 
terms.  In  making  this  determination, 
consideration  will  be  given  to  the  follow¬ 
ing  factors: 

(1)  Availability  of  other  credit  in  the 
area  on  reasonable  rates  and  terms. 

(2)  Present  and  potential  income  to 
meet  the  terms,  costs,  and  conditions  of 
other  credit  (debt-paying  ability) . 

(3)  Equity  in  property  owned. 

(c)  Review  of  borrowers’  status  and 
progress.  Each  year,  between  October  1 
and  December  31,  the  County  Committee, 
with  the  assistance  of  the  County  Super¬ 
visor,  will  review  the  status  of  active  bor¬ 
rowers  who  have  been  indebted  for  at 
least  3  years  on  operating-type  loans,  or 
5  years  on  real  estate  loans.  However,  if 
the  County  Supervisor  has  knowledge  of 
other  borrowers  whose  circumstances 
have  changed  sufficiently  to  enable  them 
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to  possibly  obtain  credit  elsewhere  they 
will  be  included  in  the  graduation  review. 
A  determination  of  the  potential  for  ob¬ 
taining  credit  from  other  sources  will  be 
made  considering  the  factors  outlined  in 
paragraph  (b)  of  this  section.  If  reliable 
information  on  a  borrower’s  income  or 
equity  in  assets  is  not  available,  the 
County  Supervisor  will  obtain  an  up-to- 
date  financial  statement  as  well  as  verify 
the  borrower’s  annual  income.  Form 
PH  A  451-24,  “Borrower  Graduation  Re¬ 
view  by  County  Committee,”  will  be  pre¬ 
pared  by  Coimty  Office  personnel  listing 
the  active  FHA  borrowers  to  be  reviewed 
as  described  above.  The  County  Super¬ 
visor  will  document  on  Form  FHA  451-24 
the  Committee’s  recommendation  on 
each  case  reviewed.  The  Form  will  be 
signed  by  Committee  members  who  par- 
tipated  in  the  review. 

(d)  Notifying  the  borrower  to  refi¬ 
nance.  Each  borrower  considered  eligible 
for  other  credit  will  be  requested  in  writ¬ 
ing  immediately  after  the  County  Com¬ 
mittee  review  to  refinance  the  FHA 
debt(s)  involved. 

(1)  Through  the  use  of  written  notifi¬ 
cation,  a  borrower  who  has  a  refinancing 
requirement  in  his  note  or  security  in¬ 
strument  will  be  asked  to  inform  the 
County  Supervisor  within  60  days  of  the 
progress  he  is  making  in  obtaining  other 
credit.  If  he  is  unable  to  secure  other 
credit  he  will  be  asked  to  inform  the 
County  Supervisor  of  the  credit  sources 
contacted  and  the  reasons  why  the  re¬ 
quired  credit  is  not  available.  The  date 
by  which  refinancing  should  be  accom¬ 
plished  by  each  borrower  who  is  re¬ 
quested  to  graduate  will  be  shown  on  his 
management  system  card  for  appro¬ 
priate  follow'up  action. 

(2)  A  borrower  with  no  refinancing  re¬ 
quirement  in  his  note  for  security  in¬ 
strument  will  be  encouraged  annually  by 
the  Coimty  Supervisor  to  refinance  the 
account  if  he  otherwise  meets  the  criteria 
for  refinancing.  No  further  action  will  be 
required  in  such  cases. 

(e)  Additional  loaris  to  borrowers  re¬ 
quested  to  refinance.  Additional  loans  to 
a  borrower  who  has  been  requested  to 
refinance  will  be  made  only  when  docu¬ 
mentation  clearly  established  that  he  is 
imable  to  obtain  the  needed  credit  from 
other  sources  at  reasonable  rates  and 
terms,  or  the  State  Director  determines 
that  it  is  necessary  in  exceptional  cases. 
Such  documentation  will  be  filed  in  the 
borrower’s  case  folder  indicating  the  rea- 
son(s)  other  credit  is  not  available.  Also, 
if  the  lender  is  willing  to  extend  some 
credit  but  not  the  amount  required  by 
the  borrower,  the  amount  and  terms  of 
such  credit  will  also  be  documented. 

§  1865.4  Action  when  borrower  fails  to 
refinance. 

The  following  action  will  be  taken 
when  a  borrower  has  a  refinancing  re¬ 
quirement  in  his  note  or  security  instru¬ 
ment  and  fails  to  respond  to  the  written 
notice  to  refinance  his  FHA  debts : 

(a)  Action  by  County  Supervisor.  At 
the  expiration  of  the  60-day  p)eriod  the 
County  Sup>ervlsor  will  document  Uie 
facts  concerning  the  availability  of  credit 
in  the  area  and  the  rates  of  Interest 


charged  and  terms  offered  by  responsible 
credit  institutions  in  the  area  for  loans 
for  similar  purposes  and  periods  of  time. 

(1)  For  borrowers  with  a  5-p)ercent 
interest  rate  refinancing  ceiling  who  have 
not  refinanced  their  accounts  where 
other  credit  is  not  available  in  the  area  at 
this  rate,  the  County  Supervisor  will 
document  this  fact  on  Form  FHA  451-24 
opposite  each  such  borrower’s  name.  The 
County  Supervisor  will  continue  to  make 
reasonable  efforts  to  encourage  such  bor¬ 
rowers  to  refinance  on  a  voluntary  basis. 
However,  it  will  not  be  necessary  to  in¬ 
clude  these  borrowers  in  the  annual  re¬ 
view  each  year  as  long  as  credit  at  5-p)er- 
cent  interest  is  not  available  from  other 
sources. 

(2)  For  other  borrowers,  he  will  dis¬ 
cuss  with  the  County  Committee  those 
who  have  not  made  arrangements  to  re¬ 
finance  their  FHA  indebtedness.  The 
County  Supiervisor  and  County  Commit¬ 
tee  will  consider  any  new  information 
submitted  by  the  borrower  or  obtained 
from  other  sources  and  make  a  further 
determination  whether  refinancing 
should  be  required.  Before  making  this 
redetermination,  it  may  be  necessary  for 
the  County  Sup>ervisor  to  contact  the 
sources  of  credit  contacted  by  the  bor¬ 
rower  and  other  suitable  sources  of  credit 
available  in  the  area.  Appearance  of  the 
borrower  before  the  Committee  may  be 
advisable. 

(i)  If  such  further  consideration  con¬ 
firms  that  suitable  credit  is  not  available 
to  a  borrower  to  refinance  his  indebted¬ 
ness,  the  borrower  will  be  notified  that  he 
need  not  make  further  efforts  toward  re¬ 
financing  for  the  remainder  of  the  year. 

(ii)  If  further  consideration  confirms 
that  refinancing  should  be  required,  the 
County  Supervisor  will  prepare  a  repjort 
on  Form  FHA  455-1,  "Request  for  Legal 
Action,”  in  an  orierinal  and  one  copy  ex¬ 
cept  that  Form  FHA  465-7,  “Repx>rt  on 
Real  Estate  Problem  Case,”  will  be  used 
for  real  esta^  loans.  He  will  submit  the 
original  to  the  State  Director  together 
with  the  borrower’s  case  folder.  Item  17 
on  each  form  will  include,  among  other 
pjertinent  facts,  credit  sources  contacted 
by  the  borrower  and  a  statement  of  the 
reasons  given  by  the  borrower  for  his 
failure  to  refinance:  and.  action  taken  by 
the  County  Supervisor  to  verify  the  avail¬ 
ability  of  credit  to  the  borrower. 

(b)  Action  by  State  Director.  TTie  State 
Director  will  review  each  case  submitted 
to  him  and  determine  what  action  should 
be  taken  on  the  basis  of  the  latest  note 
or  security  instrument  signed  by  the  bor¬ 
rower  and  the  facts  and  recommenda¬ 
tions  available  to  him. 

(1)  Some  notes  or  security  instruments 
provide  for  refinancing  when  it  can  be 
obtained  "upx>n  reasonable  terms  and 
conditions”:  “on  terms  prevailing  in  the 
area  for  loans  for  similar  p>eriods  of  time 
and  purpxjses”:  or,  “at  reasonable  rates 
and  terms  for  loans  for  similar  punx)ses 
and  pieriods  of  time.”  These  three  provi¬ 
sions  are  all  construed  to  mean  that  the 
borrower  agrees  to  and  can  be  forced 
through  legal  action  to  refinance  if  he 
can  obtain  credit  from  another  source 
at  reasonable  rates  and  terms  as  defined 
in§  1865.2(a). 


(2)  If  the  State  Director  determines 
that  refinancing  will  be  required,  he  will 
notify  the  borrower  in  writing  to  refi¬ 
nance  his  FHA  indebtedness  in  accord¬ 
ance  with  the  agreement  contained  in  his 
note  or  security  instrument,  and  that  he 
will  be  expected  to  make  arrangements  to 
obtain  credit  for  that  purpwse  within  30 
days.  A  copy  of  the  State  Director’s  letter 
to  the  borrower  will  be  sent  to  the  County 
Supjervisor.  If  the  borrower  fails  to  com¬ 
ply  within  30  days  with  the  request  or 
fails  to  furnish  satisfactory  evidence  of 
his  inability  to  obtain  the  necessary 
credit,  the  State  Director  will  refer  the 
case  to  the  Office  of  the  General  Counsel 
with  his  recommendations  for  legal  ac¬ 
tion:  or,  if  the  borrower  has  income  from 
all  sources  sufficient  to  rep>ay  the  ac¬ 
count  in  5  years,  the  State  Director  may 
accelerate  certain  accounts  with  the  bor¬ 
rower  as  authorized  in  §  1872.15(g)  of 
this  chapter. 

§  1865..5  Heview  of  grutliialittii  progress 
by  borrowers  in  eueb  eoiinty. 

(a)  The  District  Supervisor  will  spwt 
check  sufficient  cases  in.each  Coimty  Of¬ 
fice  to  determine  whether  the  policies 
contained  in  this  p>art  are  being  propierly 
administered.  Prompt  corrective  action 
will  be  initiated  where  needed  to  assure 
compliance.  He  will  rep)ort  the  following 
information  for  each  County  in  his  Dis¬ 
trict  to  the  State  Director  by  April  30  on 
Form  niA  493-2,  “District  Supervisor’s 
Unit  Office  Report.” 

(1)  Date  the  Committee  review  was 
cwnpleted. 

(2)  A  narrative  statement  concerning 
the  effectiveness  of  the  graduation  re¬ 
view  and  followup  by  the  County  Super¬ 
visor,  and  any  problem  evident  in  the 
County. 

(3)  Training  that  has  been  provided 
and  actions  that  have  been  taken  to 
assure  compliance  with  the  graduation 
pelicy. 

(b)  The  State  Director  will  review  the 
reperts  from  District  Supervisors  and 
related  information  available  from  other 
State  Office  staff  members  and  will  take 
such  action  as  necessary  to  correct  any 
deficiencies  found.  He  will  transmit  a 
narrative  repert  on  July  1  with  Form 
FHA  492-5,  “Semiannual  County  Re- 
pert,”  for  his  State  commenting  on  the 
progress  made  in  the  graduation  of  bor¬ 
rowers  for  the  year,  problems  encoun¬ 
tered,  and  corrective  actions  taken. 

Dated:  August  30,  1971. 

Joseph  Hasprat, 
Deputy  Administrator, 
Farmers  Home  Administration. 

(FR  Doc.71-12980  Filed  9-3-71:8:45  am] 


[FHA  Instruction  451.4] 

PART  1866— FINAL  PAYMENT  ON 
LOANS  SECURED  BY  REAL  ESTATE 

Part  1866,  ’Title  7,  Code  of  Federal 
Regulations  is  revised  to  read  as  follows: 
Sec. 

1866.1  General. 

1866.2  Authorization. 

1866.3  County  Office  actions. 
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Sec. 

1866.4  Final  payment  of  insured  Farm 

Ownership  account  when  note  and 
security  instrument  are  held  by 
the  lender. 

1866.5  Redelegation  of  authority. 

Authoeitt:  The  provisions  of  this  Part 
1866  issued  under  sec.  339,  75  Stat.  318,  7 
U.S.C.  1989;  sec.  510,  63  Stat.  437,  42  U.S.C. 
1480;  Orders  of  the  Secretary  of  Agriculture, 
29  F.R.  16210,  32  F.R.  6650. 

§  1866.1  General. 

This  part  prescribes  the  authoriza¬ 
tions,  policies,  and  procedures  of  the 
Farmers  Home  Administration  (FHA) 
for  processing  final  payment  of  all  in¬ 
sured  and  direct  loans  to  individuals 
secured  by  real  estate.  Also,  it  applies  to 
the  following  organization  or  association 
loans,  whether  secured  by  real  estate  or 
other  prc^rty:  All  Association,  Water¬ 
shed,  Senior  Citizen  Rental  Housing, 
Rural  Rental  Housing,  Labor  Housing, 
and  Rural  Coo[>erative  Housing. 

(a)  Definitions.  (1)  “Mortgage”  as 
used  in  this  part  includes  real  estate 
mortgage,  deed  of  trust,  deed  to  secure 
debt,  purchase  contract,  or  any  other 
form  of  security  instrument  or  lien  on 
real  property. 

(2 )  “Loan  insurance  charge”  is  an  an¬ 
nual  mortgage  insiu^nce  charge  or  an¬ 
nual  loan  insurance  charge  that  is  re¬ 
quired  to  be  paid  separately  from  the 
interest  on  an  insured  loan. 

(b)  Chattel  security  or  note-only  cases. 
(1)  If  a  loan  secured  by  both  real  estate 
and  chattels  is  paid  in  full,  the  chattel 
security  Instrument  will  be  satisfied  or 
released  in  accordance  with  Subpart  A 
of  Part  1871  of  this  chapter. 

(2)  When  a  Rural  Housing  (RH)  loan 
Is  evidenced  by  only  a  note  and  the  note 
is  paid  in  full,  the  County  Supervisor  will 
surrender  the  note  to  the  borrower  in 
the  manner  prescribed  in  §  1866.3(c)  (1) 
and  (2). 

§  1866.2  Authorization. 

The  County  Supervisor  is  authorized 
to  execute  the  necessary  releases  and 
satisfactions  and  return  the  security  in- 
stnunents  and  related  documents  to  the 
borrower  in  the  following  instances: 
U|>on  receipt  of  full  payment  of  the  bor¬ 
rower’s  account,  including  any  amounts 
owed  the  loan  insurance  account,  and  up¬ 
on  receipt  of  a  paid  note  and  for  in¬ 
sured  loans.  Form  FHA  451-20,  “Notice 
and  Acknowledgment  of  Final  Payment,” 
from  the  holder  of  the  note;  or  upon 
receipt  of  a  memorandum  from  the 
Finance  OfBce  stating  that  the  amount  of 
the  payment  is  sufficient  to  pay  the  note 
in  full  if  acceptable  under  State  statutes; 
or  upon  receiving  a  note  from  the  Finance 
Office  indicating  the  account  is  satisfied 
by  approved  debt  settlement  action;  or 
when  the  U.S.  Attorney  has  accepted  a 
comprcHnise  offer  in  full  settlement  of  the 
account  and  has  asked  that  appropriate 
action  be  taken  to  satisfy  the  security 
instrument(s) . 

(a)  State  actions.  The  State  Director, 
with  the  advice  of  the  Office  of  the  Gen¬ 
eral  Counsel  (OGC),  will  prescribe  the 
forms  to  be  used  and  the  manner  in 
which  real  estate  security  instruments 
will  be  released  or  satisfied. 


(b)  Lost  note.  When  a  paid-in-full 
note  is  not  available  because  it  has  been 
lost,  misplaced,  or  destroyed,  the  Coimty 
Supervisor  will  in  insured  loan  cases, 
obtain  from  the  Finance  Office  forms  of 
affidavit  of  lost  note  to  be  executed  by 
the  County  Supervisor  and  the  holder  of 
the  note,  respectively;  and.  in  direct  loan 
cases  request  OGC  to  prepare  a  form  of 
affidavit  of  lost  note  to  be  executed  by 
the  Coimty  Supervisor.  After  the  affi- 
davit(s)  has  (have)  been  executed,  the 
release  or  satisfaction  may  be  processed 
in  the  usual  manner  as  provided  in  the 
State  guideline  except  that  the  affida- 
vit(s)  will  be  used  in  lieu  of  the  lost  note. 
The  original  affidavit (s)  will  be  delivered 
to  the  borrower  and  an  executed 
copy(ies)  will  be  retained  in  the  bor¬ 
rower’s  case  folder. 

(c)  Escrow  arrangements.  Escrow  ar¬ 
rangements  may  be  used  with  the  advice 
of  <X5C  provided  the  escrow  agent  is 
properly  bonded.  If  the  use  of  escrow 
agents  is  extensive  in  any  State,  a  State 
guideline  should  be  prepared  and  sub¬ 
mitted  to  the  National  Office  for  prior 
approval.  No  such  escrow  arrangements 
will  be  initiated  by  the  FHA  and  no  part 
of  the  expense  tor  escrow  an’angement 
will  be  paid  by  the  FHA. 

§1866.3  County  Office  actions. 

(a)  Funds  remaining  in  supervised 
bank  accounts.  When  a  borrower  is  ready 
to  pay  an  insured  or  direct  loan  in  full, 
any  funds  remaining  in  the  supervised 
bank  account  will  be  withdrawn  and  re¬ 
mitted  to  the  Finance  Office  for  applica¬ 
tion  to  the  borrower’s  account.  If  toe  en¬ 
tire  principal  of  toe  loan  is  refimded  after 
the  loan  is  closed,  the  borrower  will  be  re¬ 
quired  to  pay  interest  from  toe  date  of 
the  note  to  the  date  of  the  receipt  for  the 
refund. 

(b)  Determining  amount  to  be  col¬ 
lected.  (1)  For:  Direct  and  insured  Farm 
Ownership  (PO),  Soil  and  Water  (SW) 
and  RH  loans  to  individuals;  and  direct 
operating-type  loans  secur^  by  real 
estate,  the  amount  to  be  collected  for 
payment  of  toe  account  in  full  will  be 
calculated  by  the  County  Supervisor 
based  on  the  information  shown  on  the 
latest  Form  FHA  451-26,  “Transaction 
Record,”  for  toe  borrower. 

(i)  If  an  annual  loan  insurance  charge 
is  involved  and  if  payment  is  to  be  made 
diu-ing  the  latter  part  of  toe  year,  the 
County  Supervisor  will  notify  the  bor¬ 
rower  that  another  loan  insurance  charge 
will  be  added  to  toe  account  if  payment 
is  not  received  before  toe  next  due  date 
of  the  note. 

(a)  If  the  note  is  due  January  1  and 
the  final  payment  is  received  on  or  before 
March  31  after  the  due  date,  toe  borrower 
will  pay  a  prorated  loan  insurance  charge 
for  the  year  in  which  fintd  payment  is 
received.  If  payment  is  received  in  Janu¬ 
ary,  he  will  pay  one-twelfth  of  such 
charge;  if  payment  is  received  in  Feb¬ 
ruary,  he  will  pay  two-twelfths  of  the 
annual  charge;  and  if  payment  is  re¬ 
ceived  in  March,  he  will  pay  three- 
twelfths  of  the  annual  charge.  If  the 
account  is  paid  in  full  after  March  31, 
the  loan  insurance  charge  for  the  full 
year  will  be  collected. 


(b)  If  the  note  is  due  March  31  and 
the  final  payment  is  received  on  or  before 
Jime  30  after  toe  due  date,  the  borrower 
will  pay  a  prorated  loan  insurance  charge 
for  the  year  in  which  final  payment  is 
received.  If  final  i^yment  is  received  in 
April,  he  will  pay  one-twelfth  of  such 
charge;  if  payment  is  received  in  May, 
he  will  pay  two-twelfths  of  the*  annual 
charge;  and  if  payment  is  received  in 
June,  he  will  pay  three-twelfths  of  the 
annual  charge.  If  the  account  is  paid  in 
full  after  June  30,  the  loan  insurance 
charge  for  the  full  year  will  be  collected. 

(ii)  When  final  payment  on  an  insmed 
loan  is  to  be  made  by  refinancing  by  the 
holder  of  the  insured  note  on  a  nonin¬ 
sured  basis,  final  payment  of  the  note 
account  will  be  accomplished  in  the  same 
manner  as  any  other  fully  paid  insured 
loan.  However,  if  the  insured  holder  re¬ 
fuses  to  advance  funds  to  pay  the  ac¬ 
count  in  full,  the  case  will  be  referred  to 
the  Finance  Office  for  instructions. 

(2)  For  other  Real  Estate  direct  and 
insured  association  or  organization  loans, 
whether  secured  by  real  estate  or  other 
property,  the  County  Supervisor  will  re¬ 
quest  a  Certified  Statement  of  Account 
from  the  Finance  Office  by  use  of  Form 
FHA  451-10  “Request  for  Statement  of 
Account.”  (In  an  unusual  case,  where  the 
borrower  has  the  cash  or  a  check  on  hand 
and  insists  on  paying  the  account  that 
day,  the  County  Supervisor  will  calculate 
the  interest  and  accept  the  payment.  The 
Coimty  Supervisor  will  advise  the  bor¬ 
rower  that  the  payment  may  or  may  not 
be  sufficient  to  pay  the  loan  in  full  and 
that  he  will  be  notified  of  the  status  of 
his  account  as  soon  as  the  County  Super¬ 
visor  receives  the  statement  from  the 
Finance  Office). 

(i)  The  Finance  Office  will  send  the 
County  Office  Form  FHA  451-25,  “Status 
of  Account,”  showing  the  following 
items: 

(a)  Unpaid  principal  balance  on  note 
account. 

(b)  Unpaid  interest  balance  on  note 
account  and  daily  accrual. 

(c)  Unpaid  balance  of  loan  insurance 
charges,  if  any. 

(d)  Unpaid  balance  of  any  aniounts 
advanced  from  the  insurance  fund  with 
daily  accrual  of  interest  on  such 
advances. 

(ii)  Upon  receipt  of  Form  FHA  451-25 
from  the  Finance  Office  the  County 
Supervisor  will  notify  the  borrower  that 
he  is  prepared  to  accept  final  payment. 

(c)  Delivery  of  satisfaction,  notes,  and 
other  documents.  The  County  Supervisor 
will  transmit  the  final  payment  to  the 
Finance  Office.  In  an  unusual  case  where 
circumstances  require  delivery  of  an 
insured  promissory  note  that  is  held  by 
a  private  holder,  at  the  time  final  pay¬ 
ment  is  received  by  the  County  Super¬ 
visor,  the  County  Supervisor  will  request 
the  Finance  Office  to  have  the  insured 
note  assigned  to  toe  fund  and  then  for¬ 
ward  the  note  to  the  County  Supervisor. 
The  paid  note  may  be  returned  to  the 
borrower  and  the  mortgage  securing  it 
may  be  satisfied  in  accordance  with  sub- 
paragraphs  (1)  and  (2)  of  this  para¬ 
graph,  unless  the  mortgage  describes  a 
note  other  than  the  paid  note(s),  or 
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contains  a  “tie-in”  provision,  future  ad¬ 
vance  clause,  or  similar  provision  cover¬ 
ing  other  indebtedness  to  the  FHA.  In 
the  latter  case,  the  mortgage  will  not  be 
satisfied  until  the  total  indebtedness  se¬ 
cured  by  the  mortgage  is  paid.  The 
Coxmty  Supervisor  may  obtain  advice 
from  OGC  (through  the  State  Office)  if 
he  has  any  question  concerning  the  above 
provisions. 

(1)  Delivery  of  documents  after  notes 
stamped  ’‘Paid-in-Full,”  are  received 
from  the  Finance  Offlce.  The  Finance 
Office,  upon  receipt  of  Form  FHA  451-2, 
"Summary  of  Remittances,”  covering  the 
remittance  which  paid  the  account  in 
full,  will  forward  to  the  County  Office 
the  note  stamped  with  a  paid-in-full 
legend  for  direct  loans  or  insured  loans 
held  by  the  insurance  fund.  The  note  will 
be  returned  to  the  borrower  immediately, 
except  the  note  will  not  be  surrendered 
until  15  days  after  the  date  of  the  final 
payment  when  final  payment  is  made  in 
a  form  other  than  ciurency  and  coin; 
U.S.  Treasury  check,  cashier’s  check, 
certified  check,  money  order,  bank  draft, 
or,  check  issued  by  a  responsible  institu¬ 
tion;  however,  when  the  note  is  needed 
by  FHA  in  getting  releases  or  satisfac¬ 
tions  of  security  instruments  recorded, 
the  note  will  be  held  imtil  that  has  been 
done.  If  other  indebtedness  to  FHA  is 
not  secured  by  the  mortgage,  the  Coimty 
Supervisor  will  execute  the  satisfaction 
or  release.  When  the  County  Super¬ 
visor  delivers  the  stamped  note  to 
the  borrower,  he  will  also  deliver  the 
real  estate  mortgage  and  related  title 
papers  such  as  title  opinions,  title  insur¬ 
ance  binders,  certificates  of  tiUe,  and 
abstracts  which  are  the  property  of  the 
borrower.  The  satisfaction  or  release  will 
be  delivered  to  the  borrower  for  recording 
and  the  recording  costs  will  be  paid  by 
the  borrower,  except  when  State  law  re¬ 
quires  the  mortgagee  to  record  or  file 
satisfactions  or  release  and  to  pay  the 
recording  costs.  Any  water  stock  certifi¬ 
cates  or  other  intangible  secmlties  that 
are  the  property  of  the  borrower  will  be 
returned  to  the  borrower.  Also,  any  as¬ 
signments  of  income  will  be  terminated 
as  provided  in  the  assignment  forms. 

(2)  Delivery  of  documents  at  the  time 
final  payment  is  made.  If  the  circum¬ 
stances  require  the  delivery  of  the  prom¬ 
issory  note  and  the  satisfaction  of  the 
mortgage  at  the  time  final  payment  is 
made,  the  Ooimty  Supeiwisor  will  check 
Item  Vn  of  Form  FHA  451-10  and  make 
a  notation  in  the  space  for  remarks  re¬ 
garding  the  need  for  the  note  at  the  time 
final  payment  is  made.  Upon  receipt  of 
the  statement  of  accoimt  from  the 
Finance  Office,  and  the  note  from  the 
Finance  Office  or  the  lender,  as  appro¬ 
priate,  the  County  Supervisor  will  exe¬ 
cute  the  satisfaction  or  release  (imless 
other  indebtedness  to  FHA  is  covered  by 
the  mortgage)  and  mark  the  original 
note  with  a  paid-in-full  legend  only 
upon  receipt  of  full  payment  balance  of 
the  borrower’s  accoimt,  computed  as  of 
the  date  final  payment  is  received,  and 
only  when  such  pasrment  is  made  in  the 
form  of  currency  and  coin;  U.S.  Treasury 
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check;  cashier’s  check;  certified  check; 
money  order;  bank  draft;  or,  che<±  is¬ 
sued  by  a  responsible  institution.  If  full 
payment  in  such  manner  is  not  received 
or  any  other  requirement  prerequisite  to 
delivery  of  the  note,  the  satisfaction,  and 
other  instnunents  are  not  met,  the 
County  Supervisor  will  return  the  origi¬ 
nal  note  to  the  Finance  Office  with  the 
proper  explanation  and  will  destroy  the 
original  and  all  copies  of  the  satisfac¬ 
tion.  When  the  paid  note  is  delivered  to 
the  borrower,  other  documents  will  be 
delivered  to  the  borrower  as  provided  in 
6ubi>aragraph  (1)  of  this  paragraph. 

(3)  Method  of  delivery.  When  docu¬ 
ments  are  delivered  to  the  borrower,  if  a 
transmittol  is  used.  Form  FHA  140-4, 
“Transmittal  of  Documents,”  will  be  pre¬ 
pared  and  used  for  that  purpose. 

(d)  Receipt  for  final  payment.  Form 
FHA  451-1,  “Receipt  for  Payment,”  will 
be  prepared  as  provided  in  Part  1862  of 
this  chapter. 

(e)  Cost  of  recording  or  filing  of  satis¬ 
faction.  If  State  law  requires  the  record¬ 
ing  or  filing  of  a  satisfaction  by  the  mort¬ 
gagee,  it  will  be  accomplished  as  pro¬ 
vided  in  the  State  guideline.  Any  cost 
required  to  be  paid  by  the  Government 
will  be  paid  by  voucher  in  the  manner 
provided  in  applicable  FHA  procedures. 

(f)  Property  insurance.  When  the 
borrower’s  loan  has  been  paid  in  full 
and  the  satisfaction  or  release  of  the 
mortgage  has  been  executed,  the  County 
Supervisor  will  execute  the  release  or 
mortgagee  interest  in  the  insurance 
policy  as  provided  in  Part  1806  of  this 
chapter  and  deliver  the  policy  to  the 
borrower. 

(g)  Notice  to  holder.  In  insured  loan 
cases,  the  Finance  Office  will  prepare 
Form  FHA  451-20  with  all  of  section  I 
completed,  including  the  address  of  the 
appropriate  County  Supervisor.  The 
Finance  Office  will  check  the  appropriate 
block  in  section  n  and  forward  an  origi¬ 
nal  and  one  copy  to  the  holder  and 
one  copy  to  the  appropriate  County 
Supervisor. 

(1)  When  the  County  Supervisor  re¬ 
ceives  the  original  executed  Form  FHA 
451-20,  he  will  substitute  the  original 
for  the  copy  in  his  file.  If  the  original 
executed  copy  is  not  received  within  30 
days  after  receipt  of  the  copy,  the  County 
Supervisor  will  so  notify  the  Finance 
Offlce. 

§  1866.4  Final  payment  of  insured  Farm 
Ownership  account  when  note  and 
security  instrument  are  held  by  the 
lender. 

(a)  In  case  an  insured  FO  borrower, 
whose  note  and  security  instrument  are 
held  by  the  lender  (and  the  security 
instrument  is  not  under  a  trust  assign¬ 
ment  or  declaration  of  trust),  the  fol¬ 
lowing  additional  actions  will  be  taken; 

(1)  Upon  receipt  from  the  lender  of 
the  promissory  note  marked  “paid-in¬ 
full,”  the  original  security  instrument 
and  the  instruments  of  satisfaction  or 
release,  the  County  Supervisor  will  de¬ 
liver  to  the  borrower  the  note  and  other 
dociunents  as  provided  in  S  1866.3.  In 
addition  to  the  satisfaction  or  release. 
Form  FHA  451-18,  “Consent  and  Release 
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of  Interest  of  United  States  (Insured 
Farm  Ownership  Loans),”  will  be  pre¬ 
pared  and  distributed. 

(2)  If  a  situation  develops  which  is  not 
covered  by  this  paragraph,  the  bor¬ 
rower’s  County  Offlce  file  will  be  for¬ 
warded  to  the  State  Director  for 
assistance  and  special  instructions  for 
servicing  the  particular  case.  The  State 
Director,  with  the  advice  of  OGC,  will 
provide  instructions  for  handing  such  a 
case. 

§  1866.5  Redcirgalion  of  aulhorily. 

County  Supervisors  are  authorized  to 
redelegate  to  County  Offlce  employees 
in  bonded  positions  the  authority  to  exe¬ 
cute  releases  and  satisfactions  in  accord¬ 
ance  with  this  part,  provided  it  is  deter¬ 
mined  that  the  individual  to  whom  such 
authority  is  being  redelegated  has  had 
sufficient  training  and  experience  to 
exercise  properly  such  authority. 

Dated:  August  30,  1971. 

Joseph  Haspray, 
Deputy  Administrator. 

Farmers  Home  Administration. 

IFR  Doc.71-12981  Piled  9-3-71:8:46  am) 


[FHA  Instruction  462.1] 

PART  1867— RENEWING 
OPERATING  LOANS 

Sec. 

1867.1  Purpose. 

1867.2  Definition. 

1867.3  Policy. 

1867.4  Repayment  schedule  on  renewal 

notes. 

1867.5  Consideration  by  County  Committee. 

1867.6  Authority  to  approve  renewal  notes. 

1867.7  Form  FHA  462-1,  "Renewal  Promis¬ 

sory  Note.” 

1867.8  Security. 

1867.9  Disposition  of  renewal  promissory 

notes. 

Authority:  The  provisions  of  this  Part 
1867  issued  under  sec.  339,  76  Stat.  318,  7 
U.S.C.  1989;  Orders  of  the  ^cretary  of  Agri¬ 
culture,  29  F.R.  16210,  32  F.R.  6650. 

§  1867.1  Purpose. 

This  part  prescribes  the  policy  and 
procedure  for  renewing  Operating  loans 
made  under  the  Consolidated  Farmers 
Home  Administration  Act  of  1961,  as 
amended,  and  under  section  21  of  title  n 
of  the  Bankhead-Jones  Farm  Tenant 
Act,  as  amended. 

§  1867.2  Definition. 

“Balloon”  payment  is  a  large  final  in¬ 
stallment  as  authorized  in  §  1831.11(a) 

(4)  of  this  chapter. 

§  1867.3  Policy. 

It  is  the  policy  when  making  Operat¬ 
ing  loans  to  develop  repayment  sched¬ 
ules  witliin  the  anticipated  ability  of 
borrowers  to  pay.  In  line  with  this  policy, 
“balloon”  installments  were  scheduled 
in  some  cases.  All  borrowers  will  be  re¬ 
quired  to  pay  their  debts  to  the  Farmers 
Home  Administration  (FHA)  in  accord¬ 
ance  with  their  agreements.  Circum¬ 
stances  may  occur,  however,  which  will 
not  permit  borrowers  to  pay  their  Oper¬ 
ating  loans  on  schedule  or  to  refinance 
their  loans  when  the  "balloon”  payment 
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becomes  due.  In  such  cases,  ballooned 
and  other  delinquent  Operating  loans 
owed  by  an  active  borrower  may  be  re¬ 
newed  imder  the  conditions  prescribed 
in  this  part,  provided  that; 

(a)  The  borrower  is  making  satisfac¬ 
tory  progress  under  prevailing  conditions 
in  becoming  established  in  farming; 

(b>  The  inability  of  the  borrower  to 
pay  his  Operating  loan  on  schedule  was 
due  to  circumstances  beyond  his  con¬ 
trol,  such  as  depressed  prices  or  unusu¬ 
ally  adverse  weather  conditions  which 
materially  reduced  income;  accident  or 
serious  illness;  substantial  loss  of  Uve- 
stock  or  crops  due  to  disease,  pestilence 
or  catastrophe,  or  the  borrower  is  tm- 
able  to  refinance  his  Operating  loan  debt 
in  cases  involving  “balloon”  payments; 
and 

(c>  Form  PHA  431-1,  “Long-Time 
Farm  and  Home  Plan,”  indicates  that 
the  borrower  should  be  able  to  pay  the 
loans  to  be  renewed  within  the  period 
of  time  prescribed  in  §  1867.4.  Form  FHA 
431-1  will  be  prepared  in  accordance  with 
the  provisions  of  S  1802.14(g)  of  this 
chai^r.  F^orm  PHA  431-2,  “Farm  and 
Home  Plan.”  will  be  developed  when  re¬ 
quired  imder  the  provisions  of  §  1802.14 
(h)(2)  of  this  chapter. 

1867.4  Rrpaymenl  srhrdule  on  rencKal 
notes. 

(a)  An  Operating  loan  made  under  the 
Consolidated  Farmers  Home  Adminis¬ 
tration  Act  of  1961,  as  amended,  and 
section  21  of  Title  II  of  the  Bankhead- 
Jones  Farm  Tenant  Act,  as  amended, 
may  be  renewed  by  one  or  more  renewals 
for  not  more  than  a  total  of  5  years.  Also, 
the  renewal  must  not  extend  more  than 
5  years  from  the  due  date  of  the  final 
installment  on  the  note  taken  when  the 
loan  was  originally  made,  even  though 
such  final  due  date  is  less  than  7  s^ars 
from  the  date  of  the  loan  check  pro¬ 
vided  that; 

(1)  An  renewals  will  be  scheduled  for 
payment  at  least  annually  and  as  rapidly 
as  possible,  consistent  with  the  borrow¬ 
er’s  ability  to  pay,  taking  into  considera¬ 
tion  demands  upon  the  borrower’s  in¬ 
come,  including  payments  on  debts  to 
other  creditors,  but  not  to  exceed  the 
useful  life  of  the  security.  Payments  wiU 
be  scheduled  in  multiples  of  $10.  Not 
mc»«  than  four  payments  on  a  single  note 
will  be  scheduled  for  any  year.  When  an 
odd  amoimt  is  owed  on  a  note  being  re¬ 
newed.  all  installments,  except  the  first, 
will  be  scheduled  in  multiples  of  $10. 

(2)  Care  will  be  exercised,  in  view  of 
the  5 -year  time  limitation  period  for  re¬ 
newals,  to  avoid  renewing  any  loan  which 
would  shorten  the  original  repayment 
period. 

(b)  Interest  win  be  the  same  rate  as 
on  the  note  being  renewed.  It  win  be  on 
the  unpaid  principal  balance  and  wiU  not 
be  compounded. 

(c)  Accrued  interest  will  be  payable 
when  the  first  principal  installment  is 
due. 

§  1867.5  CoMsideratioa  by  County  Con»- 
mittee. 

Before  the  renewal  of  an  Operating 
loan  is  approved,  the  loan  approval  offi¬ 


cial  will  take  into  consideration  recom¬ 
mendations  of  the  County  Committee  as 
a  result  of  the  graduation  review;  the 
annual  review  of  delinquent  and  other 
problem  cases;  and,  consideration  and 
certification  of  eligibility  for  any  FHA 

lOEUl. 

§  1867.6  .4utliorily  to  approvr  renewal 
notes. 

Loan  approval  officials  are  hereby  au¬ 
thorized  to  approve  the  renewal  of  Op¬ 
erating  loans  subject  to  the  above  stated 
ptolicy,  and  provided  that  the  principal 
amoimt  owed  on  the  Operating  loan 
being  renewed  plus  the  outstanding 
total  principal  balance  owed  by  him 
on  Operating  and  Emergency  loans  and 
the  amount  of  any  such  loans  contem¬ 
plated  does  not  exceed  the  loan  approval 
authorities  of  various  officials  of  the 
FHA. 

§  1867.7  Form  FHA  452—1,  “Renewal 
Promissory  Nolo.” 

A  separate  Form  FHA  452-1  will  be 
prepared  for  each  Operating  loan  note 
being  renewed. 

§  1867.8  Security. 

A  new  security  instrument  will  not  be 
obtained  unless  required  for  other  rea¬ 
sons. 

§  1867.9  Disposition  of  renewed  prom¬ 
issory  notes. 

Promissory  notes  which  have  been  re¬ 
newed  will  be  stamped,  "Renewed,  not 
paid,”  and  retained  in  the  Finance  Office. 
When  the  renewed  loan  has  been  paid  in 
full  or  otherwise  satisfied,  the  note  re¬ 
newed  as  well  as  the  renewal  note,  will 
be  handled  as  provided  in  §  1861.8  or 
§  1864.7  of  this  chapter. 

Dated;  August  30,  1971. 

Joseph  Hasprat, 
Deputy  Administrator, 
Farmers  Home  Administration. 
[FR  Doc.71-13114  Piled  9-3-71;8:56  am) 

Title  9— ANIMALS  AND 
ANIMAL  PRODUCTS 

Chapter  I — Agricultural  Research 
Service,  Department  of  Agriculture 

SUaCHAPTES  C — INTERSTATE  TRANSPORTATION 
OF  ANIMALS  AND  POULTRY 

[Docket  No.  71-591] 

PART  76 — HOG  CHOLERA  AND 
OTHER  COMMUNICABLE  SWINE 
DISEASES 

Areas  Quorantined 

Pursuant  to  provisions  of  the  Act  of 
May  29.  1884,  as  amended,  the  Act  of 
February  2,  1903,  as  amended,  the  Act 
ot  March  3.  1905,  as  amended,  the  Act  of 
September  6. 1961,  and  the  Act  of  July  2, 
1962  (21  UB.C.  111-113,  114g.  115,  117, 
120,  121,  123-126,  134b.  134f),  Part  76. 


Title  9,  Code  of  Federal  Regulations,  re¬ 
stricting  the  interstate  movement  of 
swine  and  certain  products  because  of 
hog  cholera  and  other  communicable 
swine  diseases,  is  hereby  amended  in  the 
following  respects; 

In  §  76.2,  the  reference  to  the  State  of 
Rhode  Island  in  the  introductory  portion 
of  paragraph  (e>  and  paragraph  (e)  (6) 
relating  to  the  State  of  Rhode  Island  are 
deleted,  and  paragraph  (f)  is  amended 
by  adding  thereto  the  name  of  the  State 
of  Rhode  Island. 

(Secs.  4-7,  23  Stat.  32,  as  amended,  secs.  1 
and  a,  32  Stat.  791-792,  as  amended,  secs.  1-4, 
33  Stat.  1264,  1265,  as  amended,  sec.  1,  75 
Stat.  481,  secs.  3  and  11,  76  Stat.  130,  132;  21 
U.S.C.  111,  112,  113,  114g.  115,  117,  120,  121, 
123-126,  134b,  134f:  29  P.R.  16210,  as 

amended) 

Effective  date.  The  foregoing  amend¬ 
ment  shall  become  effective  upon  issu¬ 
ance. 

The  amendment  excludes  a  portion  of 
Providence  County,  R.I.,  from  the  areas 
quarantined  because  of  hog  cholera. 
’Therefore,  the  restrictiems  pertaining  to 
the  interstate  movement  of  swine  and 
swine  products  frcrni  or  through  quaran¬ 
tined  areas  as  contained  in  9  CFR  Part 
76,  as  amended,  will  not  iqiply  to  the  ex¬ 
cluded  area,  but  will  continue  to  apply 
to  the  quarantined  areas  described  in 
§76.2(e>.  Further,  the  restrictions  per¬ 
taining  to  the  interstate  movement  of 
swine  and  swine  products  from  nonquar- 
antined  areas  ctmtained  in  said  Part  76 
will  ap?ly  to  the  excluded  area.  No  areas 
in  Rhode  Island  ranain  under  the  quar¬ 
antine. 

The  am«idments  adds  Rhode  Island 
to  the  list  of  hog  cholera  eradication 
States  in  §  76.2(f>,  and  the  special  pro- 
visiems  pertaining  to  the  interstate  nnKive- 
ment  of  swine  and  swine  products  from 
or  to  such  eradicatiem  States  are  appU- 
cable  to  Rhode  Island. 

Insofar  as  the  amendment  relieves  cer¬ 
tain  restrictions  presently  imposed  but 
no  longer  deemed  necessary  to  prevent 
the  spread  of  hog  cholera,  it  must  be 
made  effective  immediately  to  be  of  max¬ 
imum  benefit  to  affected  persons.  Insofar 
as  it  imposes  restrictions  it  should  be 
made  effective  prmnptly  in  order  to  pre¬ 
vent  the  spread  of  hog  chc^ra.  It  does 
not  appear  that  public  participatioa  in 
this  rule  making  proceeding  would  make 
additional  relevant  informatimi  available 
to  this  Department.  Accordingly,  under 
the  administrative  procedure  provisions 
in  5  nJS.C.  553,  it  is  found  upon  good 
cause  that  notice  and  other  public  pro¬ 
cedure  with  respect  to  the  amendment 
are  impracticable  and  unnecessary,  and 
good  cause  is  found  for  making  it  effec¬ 
tive  less  than  30  days  after  publication 
in  the  Federal  Register. 

Done  at  Washington,  D.C.,  this  31st 
day  of  August  1971. 

P.  J.  Mulhern, 

Acting  Administrator, 
Agricultural  Research  Service. 

(FB  Doc.71-13076  Filed  9-3-71;8:52  am] 
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Sections  Questions 

89.  397.1  (s)  _ _ _  The  rules  In  Part  397,  Transportation  of  Hazardous  Materials; 

(False)  Driving  and  Parking  Rules,  do  not  apply  to  over-the-road  drivers 

(Interstate) ,  only  to  city  deliveries. 

90.  397.1(a)(1)  _ _  Motor  carriers  are  not  required  to  Instruct  their  employees  about 

(False)  the  hazardous  materials  regulations. 

91.  397.5(a)  _ _  Motor  vehicles  transporting  Class  A  or  Class  B  explosives  mxist  be 

(True)  attended  at  all  times. 

92.  397.5(c)  _ _  Motor  vehicles  transporting  dangerous  articles  other  than  explosives 

(False)  may  never  be  left  unattended  upon  any  public  street  or  highway. 

93.  397.9(a)  _ _  Motor  vehicles  transporting  explosives  and  other  dangerous  articles 

(True)  must  avoid  congested  places,  unless  there  is  no  practicable 

alternative. 

94.  397.13  _  Smoking  is  permitted  on  any  motor  vehicle  transporting  hazardous 

(False)  ^  materials. 

95.  397.15(b)  _ 1.  When  a  motor  vehicle,  which  contains  hazardous  materials  is  being 

(True)  fueled,  a  person  must  be  in  control  of  the  fueling  process  at  the 

point  where  the  fuel  tank  is  filled. 

96.  177.817(c)  _  When  transporting  dangerous  articles,  a  driver  must  have  in  his 

(True)  possession  a  shipping  paper  which  shows  the  proper  name  and 

classification  of  the  article  in  transit. 

97.  177.823(a)  (3)  ...  When  required,  hazardous  material  placards  must  be  on  both  sides, 

(True)  front  and  rear  of  the  vehicle. 

98.  177.823(b)(1)  ...  A  tank  vehicle  used  exclusively  for  transporting  gasoline  or  other 

(True)  flammable  liquids  must  be  marked  or  placarded,  whether  it  is 

loaded  or  empty. 

99.  177.823(d)  _  All  hazardous  material  placards  must  be  removed  from  van-type 

(True)  trailer  after  a  hazardous  commodity  is  unloaded  from  the  trailer. 


Chapter  X — Interstate  Commerce 
Commission 

SUBCHAPTER  C — ACCOUNTS,  RECORDS  AND 
REPORTS 

[No.  32153  (Sub-No.  1)  1 

PART  1201^RAILROAD  COMPANIES 
Uniform  System  of  Accounts 

At  a  general  sessitm  of  the  Interstate 
Commerce  Commission,  held  at  its  office 
in  Washington,  D.C.,  on  the  12th  day  of 
August  1971. 

On  December  17,  1970,  the  Commis¬ 
sion  published  in  the  Federal  Register 
(35  P.R.  19125)  a  notice  of  proposed  rule- 
making  providing  for  an  amendment  to 
the  Uniform  System  of  Accounts  for 
Railroad  Companies  that  would  require 
carriers  to  maintain  a  separate  file  of 
records  sufficient  to  support  certain 
transactions  with  affiliated  companies. 
After  consideration  of  all  views,  com¬ 
ments,  and  suggestions  submitted  by  in¬ 
terested  parties,  the  proposed  amend¬ 
ment  is  hereby  adopted. 

It  is  ordered.  That  the  amendment  to 
Part  1201  as  proposed  is  adopted  subject 
to  the  following  changes: 

In  the  second  paragraph  of  General 
Instruction  1-10  being  added,  after  the 
first  sentence  add:  “Pimched  cards,  mag¬ 
netic  tapes,  disks  or  other  machine-sen¬ 
sitive  devise  used  for  recording,  consoli¬ 
dating  and  summarizing  accoimting 
transactions  and  records  with  a  carrier’s 
automatic  data  processing  system  shall 
constitute  a  file  within  the  meaning  of 
this  instruction  provided  the  carrier 
maintains  the  capability  to  produce  a 
record  of  transactions  with  affiliates 
upon  request  of  the  Commission.” 

It  is  further  ordered.  That  the  amend¬ 
ment  attached  hereto,  and  by  this  refer¬ 
ence  made  a  part  hereof,  is  effective 
January  1,  1971. 

And  it  is  further  ordered.  That  service 
of  this  order  shall  be  made  on  all  carriers 


by  railroad  wh<ch  are  affected  hereby 
and  notice  thereto  shall  be  given  the 
general  public  by  depositing  a  copy  of 
this  order  in  the  Office  of  the  Secretary 
of  the  Commission  at  Washington,  D.C., 
and  by  filing  the  order  with  the  Director, 
Office  of  the  Federal  Register. 

(Secs.  12,  20,  24  Stat.  383,  386,  as  amended 
49  U.S.C.  12,  20) 

By  the  Commission. 

[seal]  Robert  L.  Oswald, 

Secretary. 

1.  In  the  list  of  “General  Instructions” 
under  “List  of  Instructions  and  Ac¬ 
counts”  add  the  following  directly  below 
“1-9  Employees  health  and  welfare 
benefits”: 

1-10  Transactions  with  afllllated  companies. 

2.  Under  the  caption  “General  In¬ 
structions”,  directly  below  general 
instruction  1-9,  add  general  instruction 
1-10  to  read  as  follows: 

1-10  Transactions  with  affiliated 
companies.  Each  carrier  shall  maintain 
a  separate  file  of  records  on  all  trans¬ 
actions  with  affiliated  companies  pertain¬ 
ing  to  the  sale  or  transfer  of  assets, 
dividends,  allocation  of  income  taxes  and 
similar  items.  It  is  not  intended  that  the 
file  include  data  relating  to  ordinary 
railroad  operation  such  as  lawful  tariff 
charges,  interchange  of  equipment  and 
similar  items. 

The  file  maintained  pursuant  to  this 
instruction  shall  be  kept  in  such  a  man¬ 
ner  as  to  enable  the  carrier  to  furnish 
accurately  and  expeditously  information 
and  supporting  documentation  relating 
to  the  transactions.  Pimched  cards,  mag¬ 
netic  tapes,  disks  or  other  machine-sen¬ 
sible  device  used  for  recording,  consoli¬ 
dating,  and  summarizing  accounting 
transactions  and  records  with  a  carrier’s 
automatic  data  processing  system  shall 
constitute  a  file  within  the  meaning  of 
this  instruction  provided  the  carrier 


maintains  the  capability  to  produce  a 
record  of  transactions  with  affiliates 
upon  request  of  the  Commission.  Trans¬ 
actions  with  affiliated  companies  shall  be 
entered  in  the  appropriate  accounts  for 
transactions  of  the  same  nature.  Nothing 
herein  contained,  however,  shall  be  con¬ 
strued  as  restraining  the  carrier  from 
subdividing  accounts  for  the  purpose  of 
recording  separately  transactions  with 
affiliated  companies. 

|PR  Doc.71-13098  Filed  9-3-71:8:53  am] 

Title  14— AERONAUTICS  AND 
SPACE 

Chapter  I — Federal  Aviation  Adminis¬ 
tration,  Department  of  Transportation 

(Airworthiness  Docket  No.  71-WE  17-AD: 

Arndt.  39-1284] 

PART  39— AIRWORTHINESS 
DIRECTIVES 

General  Dynamics  Model  3^0 
Airplanes 

Amendment  39-331  (31  F.R.  16606), 
AD  67-2-3,  at  paragraph  (e),  requires 
the  installation  of  a  rear  service  door 
forward  hinge  within  the  next  6,000 
hours’  time  in  service  after  January  28, 
1967,  on  General  Dynamics  Model  340 
airplanes.  After  issuing  Amendment  39- 
331,  the  agency  determined  that: 

(1)  A  number  of  airplanes  have  been 
put  on  the  market  for  resale  without  ac¬ 
complishing  requirements  of  AD  67-2-3 
paragraph  (e) .  Buyers  of  these  airplanes 
became  aware  of  the  requirements  too 
late  to  obtain  parts.  (2)  The  procure¬ 
ment  time  for  parts  per  Convair  Service 
Bulletin  340-1 '74A  is  6  months.  (3)  No 
known  reports  exist  of  a  service  door 
opening  inadvertently  on  Model  340  since 
AD  67-2-3  was  issued,  including  those 
airplanes  not  having  a  forward  strap 
hinge  installed  but  otherwise  in  com¬ 
pliance  with  the  remainder  of  the  AD. 
(4)  The  6,000  hours,  time  in  service  after 
January  28,  1967,  was  based  on  procure¬ 
ment  time  for  parts  and  scheduling  of 
aircraft  for  installation.  (5)  ’The  require¬ 
ment  for  the  strap  hinge  still  exists  to 
reduce  the  possibility  of  door  separation 
after  inadvertent  unlatching.  Therefore, 
the  AD  is  being  amended  to  provide  an 
additional  1,000  hours’  time  in  service 
after  January  28,  1967,  before  installa¬ 
tion  of  a  rear  service  door  forward  strap 
hinge  is  required. 

Since  this  amendment  relieves  a  re¬ 
striction  and  imposes  no  additional  bur¬ 
den  on  any  person,  notice  and  public 
procedure  hereon  are  unnecessary  and 
the  amendment  may  be  made  effective  in 
less  than  30  days. 

In  consideration  of  the  foregoing,  and 
pursuant  to  the  authority  delegated  to 
me  by  the  Administrator  (31  F.R.  13697) , 
5  39.13  of  Part  39  of  the  Federal  Aviation 
Regulations,  Amendment  39-331  (31  F.R. 
16606),  AD  67-2-3,  is  amended  by  strik¬ 
ing  out  the  words  “Within  the  next  6,000 
hours”  from  paragraph  (e)  and  insert¬ 
ing  “Within  the  next  7,000  hours.” 
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This  amendment  becomes  eCfective 
September  8,  1971. 

(Secs.  313(a),  601,  603,  Federal  Aviation  Act 
of  1958,  49  U.S.C.  1354(a),  1421,  1423;  sec. 
6(c),  Department  of  Transportation  Act,  49 
U.S.C.  1655(c)) 

Issued  in  Los  Angeles,  C^lif.,  on  Au¬ 
gust  27, 1971. 

Arvin  O.  Basnight, 

Director,  FAA  Western  Region. 

I FR  Doc.71-13068  Piled  9-3-71:8:51  am] 


(Docket  No.  11359;  Arndt.  39-1285) 

PART  39 — AIRWORTHINESS 
DIRECTIVES 

Britten  Norman  Models  BN-^2  and 
BN— 2A  Airplanes 

Pursuant  to  the  authority  delegated 
to  me  by  the  Administrator,  an  air¬ 
worthiness  directive  was  adopted  on 
July  13,  1971,  and  made  effective  upon 
receipt  as  to  all  known  n.S.  operators  of 
Britten  Norman  Models  BN-2  and  BN- 
2A  airplanes.  A  telegraphic  AD  adopted 
on  May  27,  1971,  required  inspections 
of  the  upper  and  lower  surfaces  of  the 
elevator  trim  tab  for  loose  rivets  and 
for  cracks  at  the  rear  edge  of  the  drive 
lever;  the  inspections  were  required  be¬ 
fore  the  first  fiight  of  each  day  and 
could  be  performed  by  the  pilot.  The  AD 
also  required  replacement  of  loose  rivets 
and  repair  of  cracks  found  during  the 
inspections.  Subsequent  to  the  issuance 
of  the  telegraphic  AD  of  May  27.  1971, 
it  was  determined  that  the  inspections 
constitute  preventive  maintenance  under 
FAR  43,  and  thus  must  be  performed 
by  persons  authorized  to  perform  pre¬ 
ventive  maintenance.  It  was  also  deter¬ 
mined  that  the  requirement  that  the 
inspections  be  performed  before  the  first 
flight  of  each  day  was  unnecessarily  re¬ 
strictive.  Therefore,  the  telegraphic  AD 
of  May  27,  1971,  was  superseded  by  the 
July  13,  1971,  AD  which  specified  that 
the  inspections  constitute  preventive 
maintenance  under  FAR  43  and  must  be 
performed  at  least  once  during  each  day 
that  the  airplane  is  flown. 

Since  it  was  foimd  that  immediate 
corrective  action  was  required,  notice 
and  public  procedure  thereon  was  im¬ 
practicable  and  contrary  to  the  public 
interest  and  good  cause  existed  for  mak¬ 
ing  the  airworthiness  directive  effective 
immediately  as  to  all  known  U.S.  opera¬ 
tors  of  Britten  Norman  Models  BN-2 
and  BN-2A  airplanes  by  individual  air¬ 
mail  letters  dated  July  13,  1971.  These 
conditions  still  exist  and  ^e  airworth¬ 
iness  directive  is  hereby  published  in 
the  Federal  Register  as  an  amendment 
to  §  39.13  of  Part  39  of  the  Federal 
Aviation  Regulations  to  make  it  effec¬ 
tive  as  to  all  persons. 

Britten  Norman.  Applies  to  Models  BN-2  and 
BN-2A  Airplanes. 

To  prevent  flutter  of  the  elevator  trim 
tab,  accomplish  the  following: 

(a)  At  least  once  each  day  that  the  air¬ 
plane  is  flown  after  the  effective  date  of 
this  AD  accomplish  the  following: 

(1)  Visually  inflect  the  upper  and  lower 
surface  of  the  elevator  trim  tab  for  loose 


rivets  through  the  skin.  If  loose  rivets  are 
found  during  this  inspection,  before  further 
flight  (except  that  the  airplane  may  be  flown 
in  accordance  with  FAR  21.197  to  a  iMse 
where  the  repairs  oui  be  performed) ,  replace 
the  loose  rivets  in  accordance  with  Britten 
Norman  Service  Bulletin  No.  BN-2/SB.16  or 
an  FAA-approved  equivalent. 

(2)  Visually  inspect  the  upper  tab  skin  for 
cracks  at  the  rear  edge  of  the  drive  lever.  P/N 
31.251  or  P/N  31.291,  using  a  glass  of  at  least 
10  power.  If  any  cracking  is  found  during  this 
in£^>ection,  before  further  flight  (except  that 
the  airplane  may  be  flown  in  accordance  with 
FAR  21.197  to  a  base  where  the  repairs  can 
be  perfcHmed) ,  repair  the  tab  in  accordance 
with  ARB-approved  Britten  Norman,  Ltd., 
Service  Department  Instruction,  Bembridge, 
Isle  of  Wight,  England,  or  instructions  from 
the  Chief,  Engineering  and  Manufacturing 
Division,  Flight  Standards  Service,  FAA, 
Washington,  D.C. 

(b)  The  inspections  required  by  this  AD 
constitute  preventive  maintenance  under 
FAR  43. 

This  supersedes  the  AD  adopted  by 
telegram  on  May  27,  1971. 

This  amendment  is  effective  upon 
publication  in  the  Federal  Register 
(9-3-71)  as  to  all  persons  except  those 
persons  to  whom  it  was  made  immedi¬ 
ately  effective  upon  receipt  of  the  airmail 
letter  dated  July  13.  1971,  which  con¬ 
tained  this  amendment. 

(Sec.  313(a) ,  601,  603,  Federal  Aviation  Act  of 
1958,  49  n.S.C.  1354(s).  1421,  1423;  sec.  6(c), 
Department  of  Transportation  Act,  49  IT.S.C. 
1655(c) ) 

Issued  in  Washington,  D.C.,  on  Au¬ 
gust  27,  1971. 

R.  S.  Sliff, 

Acting  Director, 
Flight  Standards  Service. 

[FR  Doc.71-13062  FUed  9-3-71:8:60  am) 


(Docket  No.  11360;  Arndt.  39-1286] 

PART  39 — AIRWORTHINESS 
DIRECTIVES 

British  Aircraft  Corp.  Models  Viscount 
744  and  745D  Airplanes 

Pursuant  to  the  authority  delegated 
to  me  by  the  Administrator,  an  air¬ 
worthiness  directive  was  adopted  on 
August  5,  1971,  and  made  effective  im¬ 
mediately  upon  receipt  as  to  all  known 
UB.  operators  of  British  Aircraft  Corp. 
Models  Viscount  744  and  745D  airplanes. 
The  directive  requires  inspections  of  the 
rear  pressure  bulkhead  boundary  mem¬ 
ber  for  cracks,  either  visually  or  using 
the  eddy  current  method;  repair  of 
boundary  members  found  to  be  cracked; 
and  installation  of  (grating  limitation 
placards  limiting  cabin  pressure  dif¬ 
ferentials  during  flight  pending  inspec¬ 
tion. 

Since  it  was  found  that  immediate 
corrective  action  was  required,  notice 
and  public  procedure  thereon  was  im¬ 
practicable  and  contrary  to  the  public 
interest  and  good  cause  existed  for  mak¬ 
ing  the  airworthiness  directive  effective 
immediately  as  to  all  known  U.S.  opera¬ 
tors  of  British  Aircraft  Corp.  Models 
Viscount  744  and  745D  airplanes  by  in¬ 
dividual  airmail  letters  dated  August  6, 
1971.  These  conditions  still  exist  and  the 


airworthiness  directive  is  hereby  pub- 
lidied  in  the  Federal  Register  as  an 
amendment  to  S  39.13  of  Part  39  of  the 
Federal  Aviation  Regulations  to  make 
it  effective  to  all  persons. 

British  Aircrait  Corp.  Applies  to  Viscount 
Models  744  and  746D  airplanes. 

Compliance  is  required  as  indicated. 

To  prevent  cabin  depressurization  due  to 
leakage  through  cracks  in  the  rear  pressure 
bulkhead  boundary  member  accomplish  the 
following : 

(a)  For  airplanes  that  have  accumulated 
25,000  or  more  landings  on  the  effective  date 
of  this  AD — 

(1)  Before  further  flight  install  an  oper¬ 
ating  limitation  placard  in  the  pilot’s  com¬ 
partment  in  clear  view  of  the  pilot  pro¬ 
hibiting  further  flight  at  a  cabin  pressure 
differential  exceeding  3.5  pjs.i.  and 

(2)  Within  the  next  25  landings  after  the 
effective  date  of  this  AD  comply  with  para¬ 
graph  (d). 

(b)  For  airplanes  that  have  accumulated 
20,000  or  more  landings  but  less  than  25,000 
landings  on  the  effective  date  of  this  AD — 

(1)  Before  further  flight  Install  an  iter¬ 
ating  limitation  placard  in  the  pilot’s  com¬ 
partment  in  clear  view  of  the  pilot  pro¬ 
hibiting  further  flight  at  a  cabin  pressure 
differential  exceeding  4.6  pa.i.  and 

(2)  Within  the  next  60  landings  after  the 
effective  date  of  this  AD  comply  with  para¬ 
graph  (d). 

(c)  For  airplanes  that  have  accumulated 
less  than  20,000  landings  on  the  effective 
date  of  this  AD,  before  the  accumulation  of 
20,000  landings  or  before  the  accumulation  of 
100  landings  after  the  effective  date  of  this 
AD,  whichever  occurs  later,  comply  with 
paragraph  (d). 

(d)  Inspect  the  rear  pressure  bulkhead 
boundary  member  around  the  complete  cir¬ 
cumference  of  the  boundary  member  for 
cracks — 

(1)  Using  the  eddy  current  method,  with  a 
standard  pencil  nonferrous  probe,  along  the 
forward  Inside  bend  radius  of  the  boundary 
member,  or 

(2)  Visually  inject  using  a  magnifying 
lens  of  at  least  10  powers. 

(e)  If  any  cracks  in  tiie  boundary  mem¬ 
ber  are  found  during  the  inspection  required 
by  paragraph  (d),  before  further  .flight  re¬ 
pair  the  cracked  boundary  member — 

(1)  By  reinforcing  the  cracked  portion  of 
the  boundary  member  with  a  length  of  serv¬ 
iceable  boundary  member  section  which  ex¬ 
tends  at  least  3  inches  beyond  the  extremi¬ 
ties  of  any  crack;  or — 

(2)  By  replacing  the  cracked  portion  with 
a  length  of  serviceable  boundary  member 
section;  connecting  the  replacement  section 
by  typical  type  Joint  plates. 

(f )  ’The  placard  required  by  paragraph  (a) 
or  (b)  may  be  removed  after  paragraph  (d) 
and  paragraph  (e),  if  applicable,  have  b^n 
acoompllsbed. 

(g)  For  the  purpose  of  complying  with  this 
AD,  subject  to  acceptance  by  the  assigned 
FAA  maintenance  Inspector,  the  number  of 
landings  may  be  determined  by  dividing  each 
airplane’s  hours’  time  in  service  by  the  iter¬ 
ator’s  fleet  average  time  from  takeoff  to  land¬ 
ing  for  the  airplane  t3rpe. 

(BAG  campaign  wire  SS1073V  refers  to  this 
subject.) 

This  amendment  is  effective  upon 
publication  in  the  Federal  Register 
(9-3-71),  as  to  all  persons  except  those 
persons  to  whom  it  was  made  immedi¬ 
ately  effective  upon  receipt  of  the  airmail 
letter  dated  August  6,  1971,  which  con¬ 
tained  this  amendment. 
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(Secs.  313(a),  601,  603,  Federal  Aviation  Act 
of  1958,  49  UJ3.C.  1354(a),  1421,  1423;  Sec. 
6(c),  Department  of  Transportation  Act,  49 
U.S.C.  1665(c) ) 

Issued  in  Washington,  D.C.,  on  Au¬ 
gust  27,  1971. 

R.  S.  Sliff, 

Acting  Director. 
Flight  Standards  Service. 
[FR  Doc.71-13063  Filed  0-3-71;8:61  am] 


[Docket  No.  10299;  Arndt.  39-1258] 

PART  39— AIRWORTHINESS 
DIRECTIVES 

Hawker  Siddeley  Model  DH-104 
“Dove"  Airplanes;  Correction 

Amendment  39-1258,  amending  amend¬ 
ment  39-1229,  AD  71-13-2,  Part  39  of  the 
Federal  Aviation  Regulations,  published 
in  the  Federal  Register  on  July  31,  1971 
(36  F.R.  14179) ,  is  corrected  by  changing 
the  effective  date  “August  5,  1971”  to 
read  “July  31,  1971.” 

Issued  in  Washington,  D.C.,  on  Au¬ 
gust  27,  1971. 

R.  S.  Sliff, 

Acting  Director, 
Flight  Standards  Service. 

(FR  Doc.71-13065  Filed  9-3-71;8:51  am] 


[Docket  No.  10300;  Arndt.  39-1259] 

PART  39— AIRWORTHINESS 
DIRECTIVES 


Hawker  Siddeley  Model  DH— 114 
“Heron"  Airplanes;  Correction 

Amendment  39-1259,  amending 
Amendment  39-1230,  AD  71-13-3,  Part 
39  of  the  Federal  Aviation  Regulations, 
published  in  the  Federal  Register  on 
July  31, 1971  (36  F.R.  14179) ,  is  corrected 
by  changing  the  effective  date  “August  5, 
1971”  to  read  “July  31,  1971.” 


Issued  in  Washington,  D.C.,  on  August 
27,  1971. 


R.  S.  Sliff, 
Acting  Director. 
Flight  Standards  Service. 


(FR  Doc.71-13064  Filed  9-3-71;8:51  am] 


(Alrspcu^e  Docket  No.  71-WE-38] 

PART  71— DESIGNATION  OF  FEDERAL 
AIRWAYS,  AREA  LOW  ROUTES, 
CONTROLLED  AIRSPACE,  AND 
REPORTING  POINTS 

Designation  of  Control  Zone  and 
Transition  Area 

On  July  23,  1971  a  notice  of  proposed 
rule  making  was  published  in  the  Fed¬ 
eral  Register  (36  F.R.  13690),  stating 
that  the  Federal  Aviation  Administra¬ 
tion  was  considering  amendments  to 
Part  71  of  the  Federal  Aviation  Regula¬ 
tions  that  would  designate  a  control  zone 
and  transition  area  at  Camp  Pendleton, 
Calif. 

Interested  persons  were  given  30  days 
in  which  to  submit  written  comments. 


suggestions,  or  objections.  No  objections 
have  been  received  and  the  proposed 
amendments  are  hereby  adopted  without 
change. 

Effective  date.  These  amendments 
shall  be  effective  0901  G.m.t.,  Novem¬ 
ber  11, 1971. 

(Sec.  307(A),  Federal  Aviation  Act  of  1958, 
as  snnended,  49  U.S.C.  1348(a);  sec.  6(c), 
Department  of  Transportation  Act,  49  U.S.C, 
1655(c)) 

Issued  in  Los  Angeles,  Calif.,  on  Au¬ 
gust  27,  1971. 

Arvin  O.  Basnight, 
Director,  Western  Region. 

In  §  71.171  (36  F.R.  2055)  the  following 
control  zone  is  added : 

Camp  Pendleton,  Calif. 

Within  a  3-mlle  radius  of  (Tamp  Pendleton, 
MCALP  (latitude  33“18'04''  N.,  longitude 
117»2r06''  W.)  This  control  zone  is  effective 
during  the  specific  dates  and  times  estab¬ 
lished  in  advance  by  a  Notice  to  Airmen.  The 
effective  date  and  time  will  thereafter  be 
continuously  published  in  the  Airman’s  In¬ 
formation  Manual. 

In  §  71.181  (36  F.R.  2140)  the  following 
transition  area  is  added : 

Camp  Pendleton,  Calif. 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  4.6  miles  south¬ 
east  and  3  miles  northwest  of  the  Camp 
Pendleton  TACAN  (latitude  33*18'04”  N.. 
longitude  117^21’06''  W.)  041*  radial,  ex¬ 
tending  from  the  TACAN  to  18  miles  north¬ 
east  of  the  TACAN. 

[FR  Doc.71-13067  Filed  9-3-71;8:51  am] 


[Airspace  Docket  No.  71-EA-71] 

PART  71— DESIGNATION  OF  FEDERAL 

AIRWAYS,  AREA  LOW  ROUTES, 

CONTROLLED  AIRSPACE,  AND 

REPORTING  POINTS 

Alteration  of  Federal  Airway 
Segments 

On  August  19, 1971,  F.R.  Doc.  71-12134 
was  published  in  the  Federal  Register 
(36  F.R.  16050)  effective  October  14, 
1971. 

This  document  amended  Part  71  of  the 
Federal  Aviation  Regulations  in  part  by 
realigning  VOR  Federal  Airway  No.  37. 
In  the  realignment  of  this  airway  it  was 
stated  that  the  117'’  radial  of  the  Ellwood 
City,  Pa.,  VORTAC  would  be  utilized, 
whereas  it  should  have  made  reference 
to  the  177*  radial  of  Ellwood  City,  Pa., 
VORTAC.  Accordingly,  action  is  taken 
herein  to  reflect  the  correct  radial. 

Since  this  amendment  is  editorial  in 
nature  and  no  substantive  change  in  the 
regulation  is  effected,  notice  and  public 
procedure  thereon  are  unnecessary. 

In  consideration  of  the  foregoing,  ef¬ 
fective  upon  publication  in  the  Federal 
Register,  F.R.  Doc.  71-12134  (36  F.R. 
16050)  is  amended  as  hereinafter  set 
forth. 

In  Item  lb.  “Ellwood  (Tity,  Pa.,  117* 
radials;”  is  deleted  and  “Ellwood  City, 
Pa.,  177’’  radials;”  is  substituted  therefor. 

(Sec.  307(a),  Federal  Aviation  Act  of  1968, 
49  U.S.C.  1348(a);  sec.  6(c),  Depcutment  of 
Tranaportatlon  Act,  49  U.S.C.  1655(c)) 


Issued  in  Washington,  D.C.,  on  Au¬ 
gust  30,  1971. 

H.  B.  Helstrom, 

Chief,  Airspace  and  Air 
Traffic  Rules  Division. 
[FR  Doc.71-13066  Filed  9-3-71;8:51  am] 


[Airspace  Docket  No.  70-WA-42A] 

PART  75— ESTABLISHMENT  OF  JET 

ROUTES,  AND  AREA  HIGH  ROUTES 

Designation  of  Area  High  Routes 

On  January  27,  1971,  a  notice  of  pro¬ 
posed  rule  making  was  published  in  the 
Federal  Register  (36  F.R.  1275)  stating 
that  the  Federal  Aviation  Administration 
(FAA)  was  considering  an  amendment  to 
Part  75  of  the  Federal  Aviation  Regula¬ 
tions  that  would  designate  10  area  high 
routes,  J811R  through  J820R,  as  a  part 
of  the  overall  program  to  establish  an 
area  navigation  route  structure. 

Recently  three  of  the  proposed  routes 
were  designated  in  a  rule.  An  additional 
proposed  route,  J815R,  has  now  been  suc¬ 
cessfully  flight  inspected  and  is  being 
designated  in  this  rule.  Interested  per¬ 
sons  were  afforded  an  opportunity  to 
participate  in  the  proposed  rule  making 
through  the  submission  of  comments. 
Due  consideration  was  given  to  all  rele¬ 
vant  matter  presented. 

The  USAF  Strategic  Air  Command 
tentatively  objected  to  the  proposed 
routes  due  to  possible  derogation  to  their 
training  program  by  conflicts  between 
the  proposed  routes  and  USAF  radar 
bomb  scoring  routes,  refueling  areas,  or 
other  orbital  paths.  J815R  was  indicated 
as  possibly  conflicting  with  Oil  Burner  17 
route  (Statesboro)  and  the  Axel  42  or¬ 
bital  path.  The  FAA  regions  involved 
have  assured  USAF  that  procedural  sep¬ 
aration  shall  be  provided  between  mil¬ 
itary  aircraft  and  civil  aircraft  at  route 
conflict  points. 

A  new  reference  facility  and  waypoint 
were  added  to  the  proposed  route  to  im¬ 
prove  signal  coverage.  This  change  is 
minor  in  nature  and  is  made  herein  with¬ 
out  changing  the  route  alignment. 

Remaining  routes  in  Airspace  Docket 
No.  70-WA-42  will  be  issued  in  one  or 
more  final  rules  soon  after  flight  in¬ 
spection  has  been  completed. 

In  consideration  of  the  foregoing.  Part 
75  of  the  Federal  Aviation  Regulations 
is  amended,  effective  0901  0.m.t.,  No¬ 
vember  11,  1971,  as  hereinafter  set  forth. 

In  §  75.400  (36  F.R.  2370)  the  following 
area  high  route  is  added; 

Location 


Waypoint  name  North  latitude/  Re/erence 
West  longitude  facility 


J81.5R  (Washington, 

D.C..  to 
Atlanta,  Oa.). 

Casanova.  Va _ 38‘’38'28"/77*81'67"  Oordonsville, 

Va. 

Fancy  Gap, Va..  M“39'26''/80*39'(l9"  Greensboro, 

N.C. 

Lanier,  Ga . 34'’19'21"/83”40'53"  Spartanburg, 

8.C. 


(Sec.  307(a),  Federal  Aviation  Act  of  1958, 
49  U.S.C.  1348(a)  sec.  6(c),  Department  of 
Transportation  Act  49  U.S.C.  1656(c)) 
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Issued  in  Washington,  D.C.,  on  Au¬ 
gust  27,  1971. 

H.  B.  Helstrom, 

Chief,  Airspace  and  Air 
Traffic  Rules  Division. 
[FR  Doc.71-13069  PUed  9-3-71:8:51  am) 


Title  29— TABOR 

Chapter  XVII — Occupational  Safety 
and  Health  Administration,  De¬ 
partment  of  Labor 

PART  1903— INSPECTIONS,  CITA¬ 
TIONS  AND  PROPOSED  PENALTIES 

On  May  5,  1971,  notice  of  proposed 
rule  making  was  published  in  the  Federal 
Register  (36  P.R.  8376)  concerning  pro¬ 
posed  rules  and  general  policies  for  en¬ 
forcement  of  the  inspection,  citation  and 
penalty  provisions  of  the  Williams- 
Steiger  Occupational  Safety  and  Health 
Act  of  1970.  After  consideration  of  the 
relevant  material  which  has  been  sub¬ 
mitted  by  interested  persons,  the  pro¬ 
posal  is  hereby  adcgited  with  some 
changes  as  a  new  Part  1903  to  Title  29 
in  the  Code  of  Federal  Regulatiims. 

The  new  Part  1903  shall  be  effective 
upon  publication  in  the  Federal  Register 
(9-4-71),  except  §  1903.2,  which  shall 
be  effective  30  days  after  publication  in 
the  Federal  Register. 

The  new  Part  1903  reads  as  follows: 

Sec. 

1903.1  Purpose  and  scc^. 

1903.2  Posting  of  notice;  availability  of  the 

Act,  regulations  and  applicable 
standards. 

1903.3  Authority  for  inspection. 

1903.4  Objection  to  Inspection. 

1908.5  Entry  not  a  waiver. 

1903.6  Advance  notice  of  Inspections. 

1903.7  Conduct  of  lnq>ections. 

1903.8  Representatives  of  employers  and 

employees. 

1903.9  Trade  secrets. 

1903.10  Consultation  with  employees. 

1903.11  Complaints  by  employees. 

1903.12  Inq>ection  not  warranted;  informal 

review. 

1903.13  Imminent  danger. 

1903.14  Citations;  notices  of  de  minimis 

violations. 

1903.16  Proposed  penalties. 

1903.16  Posting  of  citations. 

1903.17  Employer  and  employee  contests  be¬ 

fore  the  Review  Commission. 

1903.18  FaUure  to  correct  a  violation  for 

which  a  citation  has  been  issued. 

1903.19  Informal  conferences. 

1903.20  State  administration. 

1903.21  De&niUons. 

Authobitt:  The  provisions  of  this  Part 
1903  issued  under  secs.  8(c)(1),  8(e),  8(f) 
(2),  8(g)(2),  9  (a)  and  (b),  84  Stat.  1599, 
1600,  1601;  29  U.S.C.  657,  658. 

§  1903.1  Purpose  and  scope. 

The  Williams-Steiger  Occupational 
Safety  and  Health  Act  of  1970  (84  Stat. 
1590  et  seq.,  29  U.S.C.  651  et  seq.)  re¬ 
quires,  in  part,  that  every  employer 
covered  under  the  Act  furnish  to  his  em¬ 
ployees  employment  and  a  place  of  em¬ 
ployment  which  are  free  from  recognized 
hazards  that  are  causing  or  are  likely  to 
cause  death  or  serious  physical  harm  to 
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his  employees.  The  Act  also  requires  that 
employers  comply  with  occupational 
safety  and  health  standards  promulgated 
under  the  Act,  and  that  employees  com¬ 
ply  with  standards,  rules,  regulations 
and  orders  issued  under  the  Act  which 
are  applicable  to  their  own  actions  and 
conduct.  The  Act  authorizes  the  Depart¬ 
ment  of  Labor  to  conduct  inspections, 
and  to  issue  citations  and  proposed  pen¬ 
alties  for  alleged  violations.  The  Act, 
imder  section  20(b),  also  authorizes  the 
Secretary  of  Health,  Education,  and 
Welfare  to  conduct  inspections  and  to 
question  employers  and  employees  in 
connection  with  research  and  other  re¬ 
lated  activities.  The  Act  contains  provi¬ 
sions  for  adjudication  of  violations, 
periods  prescribed  for  the  abatement  of 
violations,  and  proposed  penalties  by  the 
Occupational  Safety  and  Health  Review 
Commission,  if  contested  by  an  em¬ 
ployer  or  by  an  employee  or  authorized 
representative  of  employees,  and  for 
Judicial  review.  The  purpose  of  this  Part 
1903  is  to  prescribe  rules  and  to  set  forth 
general  policies  for  enforcement  of  the 
inspection,  citation,  and  proposed  pen¬ 
alty  provisions  of  the  Act.  In  situations 
where  this  Part  1903  sets  forth  general 
enforcement  policies  rather  than  sub¬ 
stantive  or  procedural  rules,  such  policies 
may  be  modified  in  specific  circum¬ 
stances  where  the  Secretary  or  his  desig¬ 
nee  determines  that  an  alternative 
course  of  action  would  better  serve  the 
objectives  of  the  Act. 

§  1903.2  Posting  of  no'tire;  availability 
of  Act,  regulations  and  applicable 
standards. 

(a)  Each  employer  shall  post  and  keep 
posted  a  notice  or  notices,  to  be  fur¬ 
nished  by  the  Occupational  Safety  and 
Health  Administration,  U.S.  Department 
of  Labor,  informing  employees  of  the 
protections  and  obligations  provided  for 
in  the  Act,  and  that  for  assistance  and 
information,  including  copies  of  the  Act 
and  of  specific  safety  and  health  stand¬ 
ards,  employees  should  contact  the  em¬ 
ployer  or  the  nearest  office  of  the  Depart¬ 
ment  of  Labor.  Such  notice  or  notices 
shall  be  posted  by  the  employer  in  each 
establishment  in  a  conspicuous  place  or 
places  where  notices  to  employees  are 
customarily  posted.  Each  employer  shall 
take  steps  to  insure  that  such  notices  are 
not  altered,  defaced,  or  covered  by  other 
material. 

(b)  “Establishment"  means  a  single 
physical  location  where  business  con¬ 
ducted  or  where  services  or  industrial 
operations  are  performed.  (For  example: 
A  factory,  mill,  store,  hotel,  restaurant, 
movie  theatre,  farm,  ranch,  bank,  sales 
office,  warehouse,  or  central  administra¬ 
tive  office.)  Where  distinctly  separate 
activities  are  performed  at  a  single  phys¬ 
ical  location  (such  as  contract  con¬ 
struction  activities  from  the  same 
physical  location  as  a  lumber  yard) ,  each 
activity  shall  be  treated  as  a  separate 
physical  establishment,  and  a  separate 
notice  or  notices  shall  be  posted  in  each 
such  establishment,  to  the  extent  that 
such  notices  have  been  furnished  by  the 
Occupational  Safety  and  Health  Admin¬ 
istration,  U.S.  Department  of  Labor. 


Where  employers  are  engaged  in  activi¬ 
ties  which  {.re  physically  dispersed,  such 
as  agriculture,  construction,  transporta¬ 
tion,  communications,  and  electric,  gas 
and  sanitary  services,  the  notice  or  no¬ 
tices  required  by  this  section  shall  be 
posted  at  the  location  to  which  employees 
report  each  day.  Where  employees  do  not 
usually  work  at,  or  report  to,  a  single 
establishment,  such  as  longshoremen, 
traveling  salesmen,  technicians,  engi¬ 
neers,  etc.,  such  notice  or  notices  shall 
be  posted  at  the  location  from  which  the 
employees  operate  to  carry  out  their 
activities.  In  all  cases,  such  notice  or 
notices  shall  be  posted  in  accordance 
with  the  requirements  of  paragraph  (a) 
of  this  section. 

(c)  Copies  of  the  Act,  all  regulations 
published  in  this  chapter  and  all  appli¬ 
cable  standards  will  be  available  at  all 
Area  Offices  of  the  Occupational  Safety 
and  Health  Administration,  U.S.  Depart¬ 
ment  of  Labor.  If  an  employer  has  ob¬ 
tained  copies  of  these  materials,  he  shall 
make  them  available  upon  request  to 
any  employee  or  his  authorized  repre¬ 
sentative  for  review  in  the  establishment 
where  the  employee  is  employed  on  the 
same  day  the  request  is  made  or  at  the 
earliest  time  mutually  convenient  to  the 
employee  or  his  authorized  representa¬ 
tive  and  the  employer. 

(d)  Any  employer  failing  to  comply 
with  the  provisions  of  this  section  shall 
be  subject  to  citation  and  penalty  in 
accordance  with  the  provisions  of  section 
17  of  the  Act. 

§  1903.3  Authority  for  inKpertion. 

(a)  Compliance  Safety  and  Health  Of¬ 
ficers  of  the  Department  of  Labor  are 
authorized  to  enter  without  delay  and  at 
reasonable  times  any  factory,  plant,  es¬ 
tablishment,  construction  site,  or  other 
area,  workpiece  or  environment  where 
work  is  performed  by  an  employee  of  an 
employer;  to  ins^iect  and  investigate  dur¬ 
ing  regular  working  hours  and  at  other 
reasonable  times,  and  within  reasonable 
limits  and  in  a  reasonable  manner,  any 
such  place  of  employment,  and  all  per¬ 
tinent  conditions,  structures,  machines, 
apparatus,  devices,  equipment  and  mate¬ 
rials  therein;  to  question  privately  any 
employer,  owner,  operator,  agent  or  em¬ 
ployee;  and  to  review  records  required 
by  the  Act  and  regulations  published  in 
this  chapter,  and  other  records  which  are 
directly  related  to  the  purpose  of  the  in¬ 
spection.  Representatives  of  the  Secre¬ 
tary  of  Health,  Education,  and  Welfare 
are  authorized  to  make  inspections  and 
to  question  employers  and  employees  in 
order  to  carry  out  the  functions  of  the 
Secretary  of  Health,  Education,  and 
Welfare  imder  the  Act.  Inspections  con¬ 
ducted  by  Department  of  Labor  Compli¬ 
ance  Safety  and  Health  Officers  and 
representatives  of  the  Secretary  of 
Health,  Education,  and  Welfare  under 
section  8  of  the  Act  and  pursuant  to  this 
Part  1903  shall  not  affect  the  authority 
of  any  State  to  conduct  inspections  in 
accordance  with  agreements  and  plans 
under  section  18  of  the  Act. 

(b)  Prior  to  inspecting  areas  contain¬ 
ing  information  which  is  classified  by  an 
agency  of  the  United  States  Government 
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in  the  interest  of  national  security.  Com¬ 
pliance  Safety  and  Health  OfBcers  shall 
have  obtained  the  appropriate  security 
clearance. 

§  1903.4  Objection  to  in»ipection. 

Upon  a  refusal  to  permit  a  Ccnnpliance 
Safety  and  Health  Officer,  in  the  exer¬ 
cise  of  his  official  duties,  to  enter  without 
delay  and  at  reasonable  times  any  place 
of  employment  or  any  place  therein,  to 
in!?pect,  to  review  records,  or  to  question 
any  employer,  owner,  operator,  agent,  or 
employee,  in  accordance  with  §  1903.3,  or 
to  permit  a  representative  of  employees 
to  accompcmy  the  Compliance  Safety 
and  Health  Officer  during  the  physical 
inspection  of  any  workplace  in  accord¬ 
ance  with  §  1903.8,  the  Compliance 
Safety  and  Health  Officer  shall  terminate 
the  inspection  or  confine  the  inspection 
to  other  areas,  conditions,  structures, 
machines,  apparatus,  devices,  equipment, 
materials,  records,  or  interviews  concern¬ 
ing  which  no  objection  is  raised.  The 
Compliance  Safety  and  Health  Officer 
shall  endeavor  to  ascertain  the  reason 
for  such  refusal,  and  he  shall  immedi¬ 
ately  report  the  refusal  and  the  reason 
therefor  to  the  Area  Director.  The  Area 
Director  shall  immediately  consult  with 
the  Regional  Administrator  and  the  Re¬ 
gional  Solicitor,  who  shall  promptly  take 
appropriate  action,  including  compulsory 
process,  if  necessary. 

§  1903.5  Entry  not  a  waiver. 

Any  permission  to  enter,  inspect,  re¬ 
view  records,  or  question  any  person, 
shall  not  imply  or  be  conditioned  upon 
a  waiver  of  any  cause  of  action,  citation, 
or  penalty  imder  the  Act.  Compliance 
Safety  and  Health  Officers  are  not  au¬ 
thorized  to  grant  any  such  waiver. 

§  1903.6  Advance  notice  of  inspections. 

(a)  Advance  notice  of  inspections  may 
not  be  given,  except  in  the  following 
situations:  (1)  In  cases  of  apparent  im¬ 
minent  danger,  to  enable  the  employer 
to  abate  the  danger  as  quickly  as  pos¬ 
sible;  (2)  in  circumstances  where  the 
inspection  can  most  effectively  be  con¬ 
ducted  after  regular  business  hours  or 
where  special  preparations  are  necessary 
for  an  inspection;  (3)  where  necessary 
to  assure  the  presence  of  representatives 
of  the  employer  and  employees  or  the 
appropriate  personnel  needed  to  aid  in 
the  inspection;  and  (4)  in  other  circum¬ 
stances  where  the  Area  Director  deter¬ 
mines  that  the  giving  of  advance  notice 
would  enhance  the  probability  of  an 
effective  and  thorough  inspection. 

(b)  In  the  situations  described  in  para¬ 
graph  (a)  of  this  section,  advance  notice 
of  inspections  may  be  given  only  if  au¬ 
thorized  by  the  Area  Director,  except 
that  in  cases  of  apparent  imminent  dan¬ 
ger,  advance  notice  may  be  given  by  the 
Compliance  Safety  and  Health  Officer 
without  such  authorization  if  the  Area 
Director  is  not  immediately  available. 
When  advance  notice  is  given,  it  shall  be 
the  employer’s  responsibility  promptly  to 
notify  the  authorized  representative  of 
employees  of  the  inspection,  if  the 
identity  of  such  representative  is  known 
to  the  employer.  (See  §  1903.8(b)  as  to 


situations  where  there  is  no  authorized 
representative  of  employees.)  Upon  the 
request  of  the  employer,  the  Compliance 
Safety  and  Health  Officer  will  inform  the 
authorized  representative  of  employees 
of  the  inspection,  provided  that  the  em¬ 
ployer  furnishes  the  Compliance  Safety 
and  Health  Officer  with  the  identity  of 
such  representative  and  with  such  other 
information  as  is  necessary  to  enable  him 
promptly  to  inform  such  representative 
of  the  inspection.  An  employer  who  fails 
to  comply  with  his  obligation  under  this 
paragraph  promptly  to  inform  the  au¬ 
thorized  representative  of  employees  of 
the  inspection  or  to  fiumish  such  infor¬ 
mation  as  is  necessary  to  enable  the 
Compliance  Safety  and  Health  Officer 
promptly  to  inform  such  representative 
of  the  inspection,  may  be  subject  to  ci¬ 
tation  and  penalty  imder  section  17(c)  of 
the  Act.  Advance  notice  in  any  of  the 
situations  described  in  paragraph  (a)  of 
this  section  shall  not  be  given  more  than 
24  hours  before  the  inspection  is  sched¬ 
uled  to  be  conducted,  except  in  apparent 
imminent  danger  situations  and  in  other 
unusual  circumstances. 

(c)  'The  Act  provides  in  section  17(f) 
that  any  person  who  gives  advance  notice 
of  any  inspection  to  be  conducted  under 
the  Act,  without  authority  from  the  Sec¬ 
retary  or  his  designees,  shall,  upon  con¬ 
viction,  be  punished  by  fine  of  not  more 
than  $1,000  or  by  imprisonment  for  not 
more  than  6  months,  or  by  both. 

§  1903.7  Conduct  of  insporlionm. 

(a)  Subject  to  the  provisions  of 
§  1903.3,  inspections  shall  take  place  at 
such  times  and  in  such  places  of  em¬ 
ployment  as  the  Area  Director  or  the 
Compliance  Safety  and  Health  Officer 
may  direct  At  the  beginning  of  an  in¬ 
spection,  Compliance  Safety  and  Health 
Officers  shall  present  their  credentials 
to  the  owner,  operator,  or  agent  in 
charge  at  the  establishment;  explain  the 
nature  and  purpose  of  the  inspection; 
and  indicate  generally  the  scope  of  the 
inspection  and  the  records  specified  in 
§  1903.3  which  they  wish  to  review.  How¬ 
ever,  such  designation  of  records  shall 
not  preclude  access  to  additional  records 
specified  in  §  1903.3. 

(b)  Compliance  Safety  and  Health 
Officers  shall  have  authority  to  take 
environmental  samples  and  to  take  or 
obtain  photographs  related  to  the  pur¬ 
pose  of  the  inspection,  employ  other 
reasonable  investigative  techniques,  and 
question  privately  any  employer,  owner, 
operator,  agent  or  employee  of  an  estab¬ 
lishment.  (See  §  1903.9  on  trade  secrets.) 

(c)  In  taking  photographs  and  sam¬ 
ples,  Compliance  Safety  and  Health  Of¬ 
ficers  shall  take  reasonable  precautions 
to  insure  that  such  actions  with  Hash, 
spark-producing,  or  other  equipment 
would  not  be  hazardous.  Compliance 
Safety  and  Health  Officers  shall  comply 
with  all  employer  safety  and  healUi  rules 
and  practices  at  the  establishment  being 
inspected,  and  they  shall  wear  and  use 
appropriate  protective  clothing  and 
equipment. 

(d)  The  conduct  of  inspections  shall  be 
such  as  to  preclude  imreasonable  dis¬ 


ruption  of  the  operations  of  the  employ¬ 
er’s  establishment. 

(e)  At  the  conclusion  of  an  inspec¬ 
tion,  the  Compliance  Safety  and  Health 
Officer  shall  confer  with  the  employer 
or  his  representative  and  informally  ad¬ 
vise  him  of  any  apparent  safety  or  health 
violations  disclosed  by  the  inspection. 
During  such  conference,  the  employer 
shall  be  afforded  an  opportunity  to  bring 
to  the  attention  of  the  Compliance  Safety 
and  Health  Officer  any  pertinent  infor¬ 
mation  regarding  conditions  in  the  work¬ 
place. 

(f)  Inspections  shall  be  conducted  in 
accordance  with  the  requirements  of  this 
part. 

§  1903.8  Represrn  la  lives  of  employers 
and  employees. 

(a)  Compliance  Safety  and  Health 
Officers  shall  be  in  charge  of  inspections 
and  questioning  of  persons.  A  represent¬ 
ative  of  the  employer  and  a  representa¬ 
tive  authorized  by  his  employees  shall 
be  given  an  opportunity  to  accompany 
the  Compliance  Safety  and  Health  Officer 
during  the  physical  inspection  of  any 
workplace  for  the  purpose  of  aiding  such 
inspection.  A  Compliance  Safety  and 
Health  Officer  may  permit  additional  em¬ 
ployer  representatives  and  additional 
representatives  authorized  by  employees 
to  accompany  him  where  he  determines 
that  such  additional  representatives  will 
further  aid  the  inspection.  A  different 
employer  and  employee  representative 
may  accompany  the  Compliance  Safety 
and  Health  Officer  during  each  different 
phase  of  an  inspection  if  this  will  not 
interfere  with  the  conduct  of  the 
inspection. 

(b)  Compliance  Safety  and  Health 
Officers  shall  have  authority  to  resolve  all 
disputes  as  to  who  is  the  representative 
authorized  by  the  employer  and  employ¬ 
ees  for  the  purpose  of  this  section.  If 
there  is  no  authorized  representative  of 
employees,  of  if  the  Compliance  Safety 
and  Health  Officer  is  unable  to  determine 
with  reasonable  certainty  who  is  such 
representative,  he  shall  consult  with  a 
reasonable  number  of  employees  con¬ 
cerning  matters  of  safety  and  health  in 
the  workplace. 

(c)  The  representative (s)  authorized 
by  employees  shall  be  an  employee (s)  of 
the  employer.  However,  if  in  the  judg¬ 
ment  of  the  Compliance  Safety  and 
Health  Officer,  good  cause  has  been 
shown  why  accompaniment  by  a  third 
party  who  is  not  an  employee  of  the  em¬ 
ployer  (such  as  an  industrial  hygienist 
or  a  safety  engineer)  is  reasonably  nec¬ 
essary  to  the  conduct  of  an  effective  and 
thorough  physicsd  inspection  of  the 
workplace,  such  third  party  may  accom¬ 
pany  the  Compliance  Safety  and  Health 
Officer  during  the  inspection. 

(d)  Compliance  Safety  and  Health 
Officers  are  authorized  to  deny  the  right 
of  accompaniment  under  this  section  to 
any  person  whose  conduct  interferes  with 
a  fair  and  orderly  inspection.  The  right 
of  accompaniment  in  areas  containing 
trade  secrets  shall  be  subject  to  the  pro¬ 
visions  of  §  1903.9(d) .  With  regard  to  in¬ 
formation  classified  by  an  agency  of  the 
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U.S.  Government  in  the  interest  of  na¬ 
tional  security,  only  perscms  authorized 
to  have  access  to  such  information  may 
accompany  a  Compliance  Safety  and 
Health  Officer  in  areas  containing  such 
information. 

§  1903.9  Trade  secrets. 

(a)  Section  15  of  the  Act  provides: 
“All  information  reported  to  or  otherwise 
obtained  by  the  Secretary  or  his  repre¬ 
sentative  in  connection  with  any  inspec¬ 
tion  or  proceeding  vmder  this  Act  which 
contains  or  which  might  reveal  a  trade 
secret  referred  to  in  section  1905  of  title 
18  of  the  United  States  Code  shall  be 
considered  confidential  for  the  purpose 
of  that  section,  except  that  such  infor¬ 
mation  may  be  disclosed  to  other  officers 
or  employees  concerned  with  carrying 
out  this  Act  or  when  relevant  in  any  pro¬ 
ceeding  imder  this  Act.  In  any  such 
proceeding  the  Secretary,  the  Commis¬ 
sion,  or  the  court  shall  issue  such  orders 
as  may  be  appropriate  to  protect  the 
confidentiality  of  trade  secrets."  Section 
15  of  the  Act  is  considered  a  statute 
within  the  meaning  of  section  552(b)  (3) 
of  title  5  of  the  United  States  Code, 
which  exempts  from  the  disclosure  re¬ 
quirements  matters  that  are  “specifi¬ 
cally  exempted  from  disclosure  by 
statute." 

(b)  Section  1905  of  title  18  of  the 
United  States  Code  provides:  “Whoever, 
being  an  officer  or  employee  of  the  United 
States  or  of  any  department  or  agency 
thereof,  publishes,  divulges,  discloses,  or 
makes  known  in  any  manner  or  to  any 
extent  not  authorized  by  law  any  infor¬ 
mation  coming  to  him  in  the  course  of 
his  emploimient  or  official  duties  or 
by  reason  of  any  examination  or  investi¬ 
gation  made  by,  or  return,  report  or  rec¬ 
ord  made  to  or  filed  with,  such  depart¬ 
ment  or  agency  or  officer  or  employee 
thereof,  which  information  concerns  or 
relates  to  the  trade  secrets,  processes, 
operations,  style  of  work,  or  apparatus, 
or  to  the  identity,  confidential  statistical 
data,  amount  or  source  of  any  income, 
profits,  losses,  or  expenditures  of  any 
person,  firm,  partnership,  corporation,  or 
association;  or  permits  any  income  re¬ 
turn  or  copy  thereof  or  any  book  con¬ 
taining  any  abstract  or  particulars 
thereof  to  be  seen  or  examined  by  any 
person  except  as  provided  by  law;  shall 
be  fined  not  more  than  $1,000,  or  im¬ 
prisoned  not  more  than  1  year,  or  both; 
and  shall  be  removed  from  office  or 
employment.” 

(c)  At  the  commencement  of  an  in¬ 
spection,  the  employer  may  identify 
areas  in  the  establishment  which  con¬ 
tain  or  which  might  reveal  a  trade  secret. 
If  the  Compliance  Safety  and  Health 
Officer  has  no  clear  reason  to  question 
such  identification,  information  obtained 
in  such  areas,  including  all  negatives  and 
prints  of  photographs,  and  environ¬ 
mental  samples,  shall  be  labeled  “con¬ 
fidential — ^trade  secret"  and  shall  not  be 
disclosed  except  in  accordance  with  the 
provisi<ms  of  section  15  of  the  Act. 

<d)  Upon  the  request  of  an  employer, 
any  authorized  representative  of  em¬ 
ployees  under  8  1903.8  in  an  area  con¬ 
taining  trade  secrets  shsdl  be  an 


employee  in  that  area  or  an  employee 
authorized  by  the  employer  to  enter  that 
area.  Where  there  is  no  such  representa¬ 
tive  or  employee,  the  Compliance  Safety 
and  Health  Officer  shall  consult  with  a 
reasonable  number  of  employees  who 
work  in  that  area  concerning  matters  of 
safety  and  health. 

§  1903.10  Consultation  M-ith  employees. 

Compliance  Safety  and  Health  Officers 
may  consult  with  employees  concerning 
matters  of  occupational  safety  and 
health  to  the  extent  they  deem  neces¬ 
sary  for  the  conduct  of  an  effective  and 
thorough  inspection.  During  the  course 
of  an  inspection,  any  employee  shall  be 
afforded  an  opportunity  to  bring  any 
violation  of  the  Act  which  he  has  reason 
to  believe  exists  in  the  workplace  to  the 
attention  of  the  Compliance  Safety  and 
Health  Officer. 

§190.3.11  Complaints  by  employees. 

(a)  Any  employee  or  representative  of 
employees  who  believe  that  a  violation 
of  the  Act  exists  in  any  workplace  where 
such  employee  is  employed  may  request 
an  inspection  of  such  workplace  by  giv¬ 
ing  notice  of  the  alleged  violation  to  the 
Area  Director  or  to  a  Compliance  Safety 
and  Health  Officer.  Any  such  notice  shall 
be  reduced  to  writing,  shall  set  forth  with 
reasonable  particularity  the  groimds  for 
the  notice,  and  shall  be  signed  by  the 
employee  or  representative  of  employees. 
A  copy  shall  be  provided  the  employer 
or  his  agent  by  the  Area  Director  or 
Compliance  Safety  and  Health  Officer  no 
later  than  at  the  time  of  inspection,  ex¬ 
cept  that,  upon  the  request  of  the  person 
giving  such  notice,  his  name  and  the 
names  of  individual  employees  referred 
to  therein  shall  not  appear  in  such  copy 
or  on  any  record  published,  released,  or 
made  available  by  the  Department  of 
Labor. 

(b)  If  upon  receipt  of  such  notifica¬ 
tion  the  Area  Director  determines  that 
the  complaint  meets  the  requirements 
set  forth  in  paragraph  (a)  of  this  section, 
and  that  there  are  reasonable  grounds 
to  believe  that  the  alleged  violation 
exists,  he  shall  cause  an  inspection  to  be 
made  as  soon  as  practicable,  to  deter¬ 
mine  if  such  alleg^  violation  exists.  In¬ 
spections  tmder  this  section  shall  not  be 
limited  to  matters  referred  to  in  the 
complaint. 

(c)  Prior  to  or  during  any  inspection 
of  a  workplace,  any  employee  or  repre¬ 
sentative  of  employees  employed  in  such 
workplace  may  notify  the  Compliance 
Safety  and  Health  Officer,  in  writing,  of 
any  violation  of  the  Act  which  they  have 
reason  to  believe  exists  in  such  wor^lace. 
Any  such  notice  shall  comply  with  the  re¬ 
quirements  of  paragraph  (a)  of  this 
section. 

(d)  Section  11(c)(1)  of  the  Act  pro¬ 
vides:  “No  person  shall  discharge  or  in 
any  manner  discriminate  against  any 
employee  because  such  employee  has  filed 
any  complaint  or  instituted  or  caused  to 
be  instituted  any  proceeding  imder  or 
related  to  this  Act  or  has  testified  or  is 
about  to  testify  in  any  such  proceeding 
or  because  of  the  exercise  by  such  em¬ 
ployee  on  behalf  of  himself  or  others  of 
any  right  afforded  by  this  Act.” 


§  1903.12  Inspection  not  warranted;  in¬ 
formal  review. 

(a)  If  the  Area  Director  determines 
that  an  inspection  is  not  warranted  be¬ 
cause  there  are  no  reasonable  grounds 
to  believe  that  a  violation  or  danger 
exists  with  respect  to  a  complaint  imder 
§  1903.11,  he  shall  notify  the  complaining 
party  in  writing  of  such  determination. 
The  complaining  party  may  obtain  re¬ 
view  of  such  determination  by  submitting 
a  written  statement  of  position  with  the 
Regional  Administrator  and,  at  the  same 
time,  providing  the  employer  with  a  copy 
of  such  statement  by  certified  mail.  The 
employer  may  submit  an  opposing  writ¬ 
ten  statement  of  position  with  the  Re¬ 
gional  Administrator  and,  at  the  same 
time,  provide  the  complaining  party  with 
a  copy  of  such  statement  by  certified 
mail.  Upon  the  request  of  the  complain¬ 
ing  party  or  the  employer,  the  Regional 
Administrator,  at  his  discretion,  may 
hold  an  informal  conference  in  which 
the  complaining  party  and  the  employer 
may  orally  present  their  views.  After 
considering  all  written  and  oral  views 
presented,  the  Regional  Administrator 
shall  affirm,  modify,  or  reverse  the  de¬ 
termination  of  the  Area  Director  and 
furnish  the  complaining  party  and  the 
employer  and  written  notification  of  his 
decision  and  the  reasons  therefor.  The 
decision  of  the  Regional  Administrator 
shall  be  final  and  not  subject  to  further 
review. 

(b)  If  the  Area  Director  determines 
that  an  inspection  is  not  warranted  be¬ 
cause  the  requirements  of  8  1903.11(a) 
have  not  been  met,  he  shall  notify  the 
complaining  party  in  writing  of  such  de¬ 
termination.  Cuch  determination  shall  be 
without  prejudice  to  the  filing  of  a  new 
complaint  meeting  the  requirements  of 
§  1903.11(a). 

§  1903.13  Imminent  danger. 

Whenever  and  as  soon  as  a  Compliance 
Safety  and  Health  Officer  concludes  on 
the  basis  of  an  inspection  that  conditions 
or  practices  exist  in  any  place  of  employ¬ 
ment  which  could  reasonably  be  expected 
to  cause  death  or  serious  physical  harm 
immediately  or  before  the  imminence  of 
such  danger  can  be  eliminated  through 
the  enforcement  procedures  otherwise 
provided  by  the  Act,  he  shall  inform  the 
affected  employees  and  employers  of  the 
danger  and  that  he  is  recommending  a 
civil  action  to  restrain  such  conditions 
or  practices  and  for  other  appropriate 
relief  in  accordance  with  the  provisions 
of  section  13(a)  of  the  Act.  Appropriate 
citations  and  notices  of  proposed  penal¬ 
ties  may  be  issued  with  respect  to  an  im¬ 
minent  danger  even  though,  after  being 
informed  of  such  danger  by  the  Com¬ 
pliance  Safety  and  Health  Officer,  the 
employer  immediately  eliminates  the  im¬ 
minence  of  the  danger  and  initiates  steps 
to  abate  such  danger. 

§  1903.14  Citations;  notices  of  de  mini¬ 
mis  violations. 

(a)  The  Area  Director  shall  review  the 
inspection  report  of  the  Cmnpliance 
Safety*and  Health  Officer.  If,  on  the  basis 
of  the  report  the  Area  Director  believes 
tliat  the  employer  has  violated  a  require¬ 
ment  of  section  5  of  the  Act,  of  any 
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standard,  rule  or  order  promulgated  pur¬ 
suant  to  section  6  of  the  Act,  or  of  any 
substantive  rule  published  in  this  chap¬ 
ter,  he  shall,  if  appropriate,  consult  with 
the  Regional  Solicitor,  and  he  shall  is¬ 
sue  to  the  employer  either  a  citation  or  a 
notice  of  de  minimis  violations  which 
have  no  direct  or  immediate  relationship 
to  safety  or  health.  An  appropriate  cita¬ 
tion  or  notice  of  de  minimis  violations 
shall  be  issued  even  though  after  being 
informed  of  an  alleged  violation  by  the 
Compliance  Safety  and  Health  Officer, 
the  employer  immediately  abates,  or  ini¬ 
tiates  steps  to  abate,  such  alleged  viola¬ 
tion.  Any  citation  or  notice  of  de  minimis 
violations  shall  be  issued  with  reason¬ 
able  promptness  after  termination  of  the 
inspection.  No  citation  may  be  issued 
under  this  section  after  the  expiration  of 
6  months  following  the  occurrence  of  any 
alleged  violation. 

(b)  Any  citation  shall  describe  with 
particularity  the  nature  of  the  alleged 
violation,  including  a  reference  to  the 
provision(s)  of  the  Act,  standard,  rule, 
regulation,  or  order  alleged  to  have  been 
violated.  Any  citation  shall  also  fix  a  rea¬ 
sonable  time  or  times  for  the  abatement 
of  the  alleged  violation. 

(c)  If  a  citation  or  notice  of  de  minimis 
violations  is  issued  for  a  violation  alleged 
in  a  request  for  inspection  imder  §  1903.11 

(a)  or  a  notification  of  violation  imder 
S  1903.11(c) ,  a  copy  of  the  citation  or  no¬ 
tice  of  de  minimis  violations  shall  also 
be  sent  to  the  employee  or  representative 
of  employees  who  made  such  request  or 
notification. 

(d)  After  an  inspection,  if  the  Area  Di¬ 
rector  determines  that  a  citation  is  not 
w'arranted  with  respect  to  a  danger  or 
violation  alleged  to  exist  in  a  request  for 
inspection  under  §  1903.11(a)  or  a  noti¬ 
fication  of  violation  under  8  1903.11(c), 
the  informal  review  procedures  pre¬ 
scribed  in  §  1903.12(a)  shall  be  appli¬ 
cable.  After  considering  all  views  pre¬ 
sented,  the  Regional  Administrator  shall 
affirm  the  determination  of  the  Area  Di¬ 
rector,  order  a  reinspection,  or  issue  a 
citation  if  he  believes  that  the  inspec¬ 
tion  disclosed  a  violation.  The  Regional 
Administrator  shall  furnish  the  com¬ 
plaining  party  and  the  employer  with 
written  notification  of  his  determination 
and  the  reasons  therefor.  The  determina¬ 
tion  of  the  Regional  Administrator  shall 
be  final  and  not  subject  to  review. 

(e)  Every  citation  shall  state  that  the 
issuance  of  a  citation  does  not  consti¬ 
tute  a  finding  that  a  violation  of  the  Act 
has  occurred  unless  there  is  a  failure  to 
contest  as  provided  for  in  the  Act  or,  if 
contested,  unless  the  citation  is  affirmed 
by  the  Review  Commission. 

§  1903.15  Proposed  penalties. 

(a)  After,  or  concurrent  with,  the  is¬ 
suance  of  a  citation,  and  within  a  reason¬ 
able  time  after  the  termination  of  the 
inspection,  the  Area  Director  shall  notify 
the  employer  by  certified  mail  or  by  per¬ 
sonal  service  by  the  Compliance  Safety 
and  Health  Officer  of  the  proposed  pen¬ 
alty  under  section  17  of  the  Act,  or  that 
no  penalty  is  being  proposed.  Any  notice 
of  proposed  penalty  shall  state  that  the 
proposed  penalty  shall  be  deemed  to  be 


the  final  order  of  the  Review  Commis¬ 
sion  and  not  subject  to  review  by  any 
court  or  agency  unless,  within  15  working 
days  from  the  date  of  receipt  of  such 
notice,  the  employer  notifies  the  Area  Di¬ 
rector  in  writing  that  he  intends  to  con¬ 
test  the  citation  or  the  notification  of 
proposed  penalty  before  the  Review 
Commission. 

(b)  The  Area  Director  shall  determine 
the  amount  of  any  proposed  penalty,  giv¬ 
ing  due  consideration  to  the  appropriate¬ 
ness  of  the  penalty  with  respect  to  the 
size  of  the  business  of  the  employer  being 
charged,  the  gravity  of  the  violation, 
the  good  faith  of  the  employer,  and  the 
history  of  previous  violations,  in  accord¬ 
ance  with  the  provisions  of  section  17  of 
the  Act. 

(c)  Appropriate  penalties  may  be  pro¬ 
posed  with  respect  to  an  alleged  violation 
even  though  after  being  informed  of 
such  alleged  violation  by  the  Compliance 
Safety  and  Health  Officer,  the  employer 
immediately  abates,  or  initiates  steps  to 
abate,  such  alleged  violation.  Penalties 
shall  not  be  proposed  for  de  minimis  vio¬ 
lations  which  have  no  direct  or  immedi¬ 
ate  relationship  to  safety  or  health. 

§  1903.16  Pustina  of  rilalionN. 

(a)  Upon  receipt  of  any  citation  under 
the  the  employer  shall  immediately 
post  such  citation,  or  a  copy  thereof,  un¬ 
edited,  at  or  near  each  place  an  alleged 
violation  referred  to  in  the  citation  oc¬ 
curred,  except  as  provided  below.  Where, 
because  of  the  nature  of  the  employer’s 
operations,  it  is  not  practicable  to  post 
the  citation  at  or  near  each  place  of 
alleged  violation,  such  citation  shall  be 
posted,  unedited,  in  a  prominent  place 
where  it  will  be  readily  observable  by  all 
affected  employees.  For  example,  where 
employers  are  engaged  in  activities  which 
are  physically  dispersed  (see  §  1903.2 

(b) ),  the  citation  may  be  posted  at  the 
location  to  which  employees  report  each 
day.  Where  employees  do  not  primarily 
work  at  or  report  to  a  single  location 
(see  8  1903.2(b)),  the  citation  may  be 
posted  at  the  location  from  which  the 
employees  operate  to  carry  out  their  ac¬ 
tivities.  The  employer  shall  take  steps 
to  ensure  that  the  citation  is  not  altered, 
defaced,  or  covered  by  other  material. 
Notices  of  de  minimis  violations  need  not 
be  posted. 

(b)  Each  citation,  or  a  copy  thereof, 
shall  remain  posted  until  the  violation 
has  been  abated,  or  for  3  working 
days,  whichever  is  later.  The  filing  by 
the  employer  of  a  notice  of  intention  to 
contest  under  8  1903.17  shall  not  affect 
his  posting  responsibility  under  this  sec¬ 
tion  unless  and  until  the  Review  Com¬ 
mission  issues  a  final  order  vacating  the 
citation. 

(c)  An  employer  to  whom  a  citation 
has  been  issued  may  post  a  notice  in 
the  same  location  where  such  citation 
is  posted  indicating  that  the  citation  is 
being  contested  before  the  Review  Com¬ 
mission,  and  such  notice  may  explain  the 
reasons  for  such  contest.  The  employer 
may  also  indicate  that  specified  steps 
have  been  taken  to  abate  the  violation. 

(d)  Any  employer  failing  to  comply 
with  the  provisions  of  paragraphs  (a) 


and  (b)  of  this  section  shall  be  subject 
to  citation  and  penalty  in  accordance 
with  the  provisions  of  section  17  of  the 
Act. 

§  1903.17  Employer  and  employee  eoii- 
te8l8  before  the  Kevie^v  (^mmi88ion. 

(a)  Any  employer  to  whom  a  citation 
or  notice  of  proposed  penalty  has  been 
issued  may,  under  section  10(a)  of  the 
Act,  notify  the  Area  Director  in  writing 
that  he  intends  to  contest  such  citation 
or  proposed  penalty  before  the  Review 
Commission.  Such  notice  of  intention  to 
contest  shall  be  postmarked  within  15 
working  days  of  the  receipt  by  the  em¬ 
ployer  of  the  notice  of  proposed  penalty. 
Every  notice  of  intention  to  contest  shall 
specify  whether  it  is  directed  to  the  cita¬ 
tion  or  to  the  proposed  penalty,  or  both. 
The  Area  Director  shall  immediately 
transmit  such  notice  to  the  Review  Com¬ 
mission  in  accordance  with  the  rules  of 
procedure  prescribed  by  the  Commission. 

(b)  Any  employee  or  representative  of 
employees  of  an  employer  to  whom  a 
citation  has  been  issued  may,  under  sec¬ 
tion  10(c)  of  the  Act,  file  a  written  notice 
with  the  Area  Director  alleging  that  the 
period  of  time  fixed  in  the  citation  for 
the  abatement  of  the  violation  is  unrea¬ 
sonable.  Such  notice  shall  be  postmarked 
within  15  working  days  of  the  receipt 
by  the  employer  of  the  notice  of  proposed 
penalty  or  notice  that  no  penalty  is  be¬ 
ing  proposed.  The  Area  Director  shall 
immediately  transmit  such  notice  to  the 
Review  Commission  in  accordance  with 
the  rules  of  procedure  prescribed  by  the 
Commission. 

§  1903.18  Failure  to  rorreel  a  violali«»n 
for  which  a  citation  has  heen  isKiied. 

(a)  If  an  inspection  discloses  that  an 
employer  has  failed  to  correct  an  alleged 
violation  for  which  a  citation  has  been 
issued  within  the  period  permitted  for  its 
correction,  the  Area  Director  shall,  if 
appropriate,  consult  with  the  Regional 
Solicitor,  and  he  shall  notify  the  em¬ 
ployer  by  certified  mail  or  by  personal 
service  by  the  Compliance  Safety  and 
Health  Officer  of  such  failure  and  of  the 
additional  penalty  proposed  under  sec¬ 
tion  17(d)  of  the  Act  by  reason  of  such 
failure.  The  period  for  the  correction  of 
a  violation  for  which  a  citation  has  been 
issued  shall  not  begin  to  run  until  the 
entry  of  a  final  order  of  the  Review 
Commission  in  the  case  of  any  review 
proceedings  initiated  by  the  employer  in 
good  faith  and  not  solely  for  delay  or 
avoidance  of  penalties. 

(b)  Any  employer  receiving  a  notifica¬ 
tion  of  failure  to  correct  a  violation  and 
of  proposed  additional  penalty  may,  im¬ 
der  sectiim  10(b)  of  the  Act,  notify  the 
Area  Director  in  writing  that  he  intends 
to  contest  such  notification  or  proposed 
additional  penalty  before  the  Review 
Commission.  Such  notice  of  intention  to 
contest  shall  be  postmarked  within  15 
working  days  of  the  receipt  by  the  em¬ 
ployer  of  the  notification  of  failure  to 
correct  a  violaticm  and  of  proposed  addi¬ 
tional  penalty.  The  Area  Director  shall 
immediately  transmit  such  notice  to  the 
Review  Commission  in  accordance  with 
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the  rules  of  procedure  prescribed  by  the 
Commission. 

(c)  Each  notification  of  failure  to  cor¬ 
rect  a  violation  and  of  proposed  addi¬ 
tional  penalty  shall  state  that  it  shall  be 
deemed  to  be  the  final  order  of  the  Re¬ 
view  CcHnmission  and  not  subject  to 
review  by  any  court  or  agency  imless, 
within  15  working  days  from  the  date  of 
receipt  of  such  notification,  the  employer 
notifies  the  Area  Director  in  writing  that 
he  intends  to  contest  the  notification  or 
the  proposed  additional  penalty  before 
the  Review  Commission. 

§  1903.19  Informal  conferences. 

At  the  request  of  an  affected  employer, 
employee,  or  representative  of  employees, 
the  Regional  Administrator  may  hold  an 
informal  conference  for  the  purpose  of 
discussing  any  issues  raised  by  an  inspec¬ 
tion,  citation,  notice  of  proposed  penalty, 
or  notice  of  intention  to  contest.  The 
settlement  of  any  issue  at  such  confer¬ 
ence  shall  be  subject  to  the  rules  of 
procedure  prescribed  by  the  Review  Com¬ 
mission.  If  the  conference  is  requested  by 
the  employer,  an  affected  employee  or  his 
representative  shall  be  afforded  an  op¬ 
portunity  to  participate,  at  the  discretion 
of  the  R^onal  Administrator.  If  the 
conference  is  requested  by  an  employee 
or  representative  of  employees,  the  em¬ 
ployer  shall  be  afforded  an  opportunity  to 
participate,  at  the  discretion  of  the  Re¬ 
gional  Administrator.  Any  party  may  be 
represented  by  counsel  at  such  CMifer- 
ence.  No  such  conference  or  request  for 
such  conference  shall  operate  as  a  stay 
of  any  15-working-day  period  for  filing 
a  notice  of  intention  to  contest  as  pre¬ 
scribed  in  §  1903.17. 

§  1903.20  State  administration. 

Nothing  in  this  Part  1903  shall  pre¬ 
empt  the  authority  of  any  State  to  con¬ 
duct  inspections,  to  initiate  enforcement 
proceedings  or  otherwise  to  implement 
the  applicable  provisions  of  State  law 
with  respect  to  State  occupaticmal  safety 
and  health  standards  in  accordance  with 
agreements  and  plans  under  section  18 
of  the  Act  and  Parts  1901  and  1902  of 
this  chapter. 

§  1903.21  Definitions. 

(a)  “Act”  means  the  Williams-Steiger 
Occupational  Safety  and  Health  Act  of 
1970.  (84  Stat.  1590  et  seq.,  29  UJ3.C.  651 
et  seq.) 

(b)  The  definitions  and  Interpretations 
contained  in  section  3  of  the  Act  shall  be 
applicable  to  such  terms  when  used  In 
this  Part  1903. 

(c)  “Woiidng  days”  means  Mondays 
through  Fridays  but  shall  not  include 
Saturdays,  Stmdays,  or  Federal  holidays. 
In  computing  15  woiicing  days,  the  day 
of  receipt  of  any  notice  shall  not  be  in¬ 
cluded,  and  the  last  day  of  the  15  working 
days  sluill  be  included. 

(d)  “Compliance  Safety  and  Health 
Officer”  means  a  person  authorized  by 
the  Oscupational  Safety  and  Health  Ad¬ 
ministration,  U.S.  Department  of  Labor, 
to  conduct  inflections. 

(e)  “Area  Director”  means  the  em¬ 
ployee  or  officer  in  charge  of  an  Area 
Office  of  the  Occupatiozud  Safety  and 


Health  Administration,  US.  Department 
of  Labor. 

(f)  “Regional  AdLuinistrator”  means 
the  employee  or  officer  in  charge  of  a 
Region  of  the  Occxipational  Safety  and 
Health  Administration,  U.S.  Department 
of  Labor. 

(g)  “Inspection”  means  any  inspection 
of  an  employer’s  factory,  plant,  estab¬ 
lishment,  construction  site,  or  other  area, 
workplace  or  environment  where  work  is 
performed  by  an  employee  of  an  employ¬ 
er,  and  Includes  any  inspection  con¬ 
ducted  pursuant  to  a  complaint  filed 
under  §  1903.11  (a)  and  (c),  any  rein¬ 
spection,  followup  inspection,  accident 
investigation  or  other  inspection  con¬ 
ducted  under  section  8(a)  of  the  Act. 

Signed  at  Washington,  D.C.,  this  1st 
day  of  September  1971. 

G.  C.  Guenther, 
Assistant  Secretary  of  Labor. 

(FR  Doc.71-13084  Piled  9-3-71:8:52  am] 

Title  33— NAVIGATION  AND 
NAVIGABLE  WATERS 

Chapter  I — Coast  Guard, 
Department  of  Transportation 
SUBCHAPTER  J — BRIDGES 
[CGFR  71-49a] 

PART  117— -DRAWBRIDGE 
OPERATION  REGULATIONS 

South  River,  Md. 

This  amendment  changes  the  regula¬ 
tions  for  the  Route  2  drawbridge  across 
the  South  River  at  Edgewater  by  adding 
closed  periods  during  the  morning  and 
evening  vehicular  traffic  peak  periods. 
This  amendment  was  circulated  as  a  pub¬ 
lic  notice  dated  Junfe  9, 1971,  by  the  Com¬ 
mander,  Fifth  Coast  Guard  District  tuid 
was  published  in  the  Federal  Register 
as  a  notice  of  proposed  rule  malting 
(CGFR  71-49  on  June  3,  1971  (36  F.R. 
10800) .  A  number  of  ccHnments,  both  for 
and  against  the  pnqxised  change,  were 
received  and  considered. 

Accordingly,  Part  117  of  Title  33  of  the 
Cpde  of  Federal  Regulations  is  amended 
by  revising  §  117.245(f)  (10)  to  read  as 
follows: 

§  117.245  Navigable  waters  discliarging 
into  the  Atlantic  Ocean  south  of  and 
including  Chesapeake  Bay  and  into 
the  Gulf  of  Mexico,  except  the  Mis¬ 
sissippi  River  and  its  tributaries  and 
outlets;  bridges  where  constant  at¬ 
tendance  of  draw  tenders  is  not 
required. 

•  *  •  •  • 

(f)  •  *  • 

(10)  South  River,  Md.,  Maryland 
Route  2  bridge  at  Edgewater.  From 
.^ril  1  through  November  30,  the  draw 
shall  opoi  on  signal,  except  that  from 
7:30  ajn.  to  9  am.  and  frtxn  4:30  pm.  to 
6  pm.,  Monday  through  Friday,  except 
holidays,  the  draw  need  not  open  for  the 
passage  of  vessels.  From  December  1 
through  March  31,  from  10  am.  Mon¬ 
day  through  7:30  p.m.  Friday,  the  draw 


shall  open  promptly  on  signal  if  at  least 
3  hours  notice  has  been  given  from  7  a.m. 
to  4:30  pm.  Monday  through  Friday. 
From  7:30  p.m.  Friday  through  10  a.m. 
Monday  the  draw  shall  open  on  signal  if 
notice  has  been  given  from  7  a.m.  to  4 : 30 
pm.,  Monday  through  Friday. 

•  *  •  •  * 

(Sec.  5,  28  stat.  362,  as  amended,  sec.  6(g)  (2) . 
80  Stat.  937;  33  U.S.C.  499,  49  U.S.C.  1655(g) 
(2);  49  CFR  1.46(c)(5),  33  CFR  1.05-1  (c) 
(4)) 

Effective  date.  This  revision  shall  be¬ 
come  effective  on  October  9,  1971. 

Dated:  August  27, 1971. 

R.  E.  Hammond, 

Rear  Admiral,  U.S.  Coast  Guard, 

Chief,  Office  of  Operations. 

[PR  Doc.71-13080  Piled  9-3-71:8:52  am] 


[OGFR  71-41a] 

PART  117— DRAWBRIDGE 
OPERATION  REGULATIONS 

Three  Mile  Creek,  Ala. 

This  amendment  changes  the  regula¬ 
tions  for  the  Southern  Railway  System 
drawbridge  across  Three  Mile  Creek  near 
Mobile,  Ala.,  to  require  at  least  5  days’ 
notice  at  all  times.  ’This  amendment  was 
circulated  as  a  public  notice  dated 
May  25, 1971,  by  the  C?<Hnmander,  Eighth 
CJoast  Guard  District  and  was  published 
in  the  Federal  Register  as  a  notice  of 
proposed  rule  making  (CGFR  71-41)  on 
May  22,  1971  (36  F.F.  9330).  No  com¬ 
ments  were  received. 

Accordingly,  Part  117  of  Title  33,  Code 
of  Federal  Re^atiems  is  amended  by  re¬ 
vising  §  117.245(i)  (20)  to  read  as 
follows : 

§  117.245  Navigable  waters  discharging 
into  the  Atlantic  Ocean  south  of  and 
including  Chesapeake  Bay  and  into 
the  Gulf  of  Mexico,  except  the  Mis¬ 
sissippi  River  and  its  tributaries  and 
outlets;  bridges  where  constant  at¬ 
tendance  of  draw  tenders  is  not 
required. 

***** 

(i)  *  *  * 

(20)  Three  Mile  Creek,  Ala.  The  draw 
shall  open  on  signal  if  at  least  5  days 
notice  has  been  given. 

***** 

(Sec.  5,  26  Stat.  362,  as  amended,  sec.  6(g)  (2), 
80  Stat.  937;  33  U.S.C.  499,  49  U.S.C.  1655(g) 
(2) ;  49  CPR  1.46(c)  (5) ,  83  CPR  1.05-1  (c)  (4) ) 

Effective  date.  This  revision  shall  be¬ 
come  effective  on  October  9, 1971. 

Dated:  August  27, 1971. 

R.  E.  Hammond, 

Rear  Admiral,  U.S.  Coast  Guard, 
Chief,  Office  of  Operations. 

[PR  Doc.71-13081  Piled  9-3-71:8:52  am] 


[CGFR  71-56a] 

part  117— drawbridge 

OPERATION  REGULATIONS 
Fox  River,  Wis. 

This  amendment  changes  the  regula¬ 
tions  for  the  State  of  Wisconsin  highway 
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(George  Street)  bridge  across  the  Fox 
River,  mile  7A  De  Pere,  Wis.,  to  require 
that  the  draw  open  on  signal  from  8  a.m. 
to  6  p.m.  This  amendment  was  circulated 
as  a  public  notice  dated  June  20, 1971,  by 
the  Commander,  Ninth  Coast  Guard  Dis¬ 
trict  and  was  published  in  the  Federal 
Register  as  a  notice  of  proposed  rule 
making  (CGFR  71-56)  on  Jime  17,  1971 
(36  F.R,  11667).  One  reply  was  received 
but  had  no  comment  on  the  proposed 
change. 

Accordingly,  Part  117  of  Title  33  of  the 
Code  of  Federal  Regulations  is  amended 
by  revising  §  117.643(b)  (3)  to  read  as 
follows : 

§117.643  Fox  River  and  Portage  Canal, 
Wis. 

•  •  *  *  • 

(b)  •  •  • 

(3)  The  draw  shall  open  promptly  on 
signal  from  8  a.m.  to  6  p.m.  during  the 
regular  navigation  season  upon  three 
blasts  of  a  whistle  or  horn.  If  the  draw 
cannot  be  opened  promptly  a  red  flag  or 
ball  by  day.  or  a  red  light  at  night  shall 
be  conspicuously  displayed. 

•  •  •  •  • 

(Sec.  5, 26  Stat.  362,  as  amended,  sec.  6(g)  (2) , 
80  Stat.  937;  33  U.S.C.  499,  49  U.S.C.  1656(g) 
(2) ;  49  CPR  1.46(c)  (6) ,  33  CPR  1.06-1  (c)  (4) ) 

Effective  date.  This  revision  shall  be¬ 
come  effective  on  October  9,  1971. 

Dated:  August  27,  1971. 

R.  E.  Hammond, 

Rear  Admiral,  U.S.  Coast  Guard, 
Chief,  Office  of  Operations. 

(FR  Doc.71-13079  Piled  9-3-71;8:52  am] 


[COPR71-59a] 

PA'rT  117— DRAWBRIDGE 
OPERATION  REGULATIONS 

Deep  River,  Wash. 

This  amendment  changes  the  regula¬ 
tions  for  the  Washington  State  Highway 
Commission  bridge  1  mile  south  of  the 
town  of  Deep  River,  across  Deep  River  at 
mile  3.5  to  require  at  least  4  hours’  no¬ 
tice  from  4 : 30  p.m.  Friday  to  8  a.m.  Mon¬ 
day.  From  8  a.m.  Monday  through  4:30 
p.m.  Friday  the  draw  shall  open  on  sig¬ 
nal.  This  amendment  was  circulated  as 
a  public  notice  dated  Jime  29.  1971,  by 
the  Commander,  13th  Coast  Guard  Dis¬ 
trict  and  was  published  in  the  Federal 
Register  as  a  notice  of  proposed  rule 
making  [CGFR  71-591  on  June  26,  1971 
(36  F.R.  12174).  A  number  of  comments 
were  received  which  either  supported  the 
proposal  or  offered  no  objection  thereto. 

Accordingly,  Part  117  of  Title  33,  Code 
of  Federal  Regulations  is  amended  by 
adding  §  117.810(f)  (9)  to  read  as  follows: 

§  117.810  Navigable  waters  in  the  State 
of  Washington;  bridges  where  con> 
slant  attendance  of  draw  tenders  is 
not  required. 

*  *  *  •  • 

(f)  •  *  • 

(9)  Deep  River,  Wash.,  State  high¬ 
way  bridge,  mile  3.5  (1  mile  south  of 
town  Deep  River) .  From  8  ajn.  Monday 
through  4:30  p.m.  Friday  the  draw  shall 
open  on  signal.  Prom  4:30  p.m.  Friday 


through  8  ajn.  Monday  the  draw  shall 
open  on  signal  if  at  least  4  hours’  notice 
has  been  given. 

(See.  6, 28  Stat.  362,  as  amended,  see.  6(g)  (2). 
80  Stat.  937;  33  UJ3.C.  499,  49  U.S.C.  1666(g) 
(2) ;  49  CPR  1.46(c)  (6) ,  33  CPR  1.06-1  (e)  (4)  ) 

Effective  date.  This  revision  shall  be¬ 
come  effective  on  October  9,  1971. 

Dated;  August  27,  1971. 

R.  E.  Hammond, 

Rear  Admiral,  U.S.  Coast  Guard,- 
Chief,  Office  of  Operations. 
[PR  Doc.71-13078  Piled  9-3-71:8:62  am] 


Chapter  II — Corps  of  Engineers, 
Department  of  the  Army 

PART  209— ADMINISTRATIVE 
PROCEDURE 

Obstructions  of  Navigable  Waters; 
Correction 

The  document  revising  Part  209  of 
Chapter  II  of  Title  33  of  the  Code  of 
Federal  Regulations,  published  in  the 
Federal  Register  on  December  18,  1968, 
at  33  F.R.  18670,  is  corrected  by  ^ding 
a  sentence  at  the  end  of  §  209.170(b), 
as  follows: 

§  209.170  Violations  of  laws  protecting 
navigable  waters. 

*  •  •  *  • 

(b)  Wrecks  and  similar  obstructions. 
•  •  •  He  may  also  be  comp>elled  to  remove 
the  wreck  as  a  public  nuisance  or  to  pay 
for  its  removal. 

•  «  •  •  • 

For  the  Adjutant  General. 

Leonard  S.  Lee, 
Colonel,  U.S.  Army, 
Comptroller,  TAGO. 
[PR  Doc.71-13038  Piled  9-3-71:8:48  am] 


Title  38— PENSIONS,  BONUSES, 
AND  VETERANS’  RaiEF 

Chapter  I — ^Veterans  Administration 

part  6— U.S.  GOVERNMENT  LIFE 
INSURANCE 

PART  8— NATIONAL  SERVICE  LIFE 
INSURANCE 

Interest  Rates 

1.  In  Part  6,  §  6.78(a)  is  amended  to 
read  as  follows: 

§  6.78  Provisions  for  reinstatement. 

(a)  Subject  to  the  U.S.  Government 
Life  Insurance  provisions  of  title  38, 
United  States  Code,  and  Veterans  Ad¬ 
ministration  regulations  issued  there¬ 
under,  any  insurance  which  has  lapsed  or 
may  hereafter  lapse  and  which  has  not 
been  surrendered  for  a  cash  value  or  for 
paid-up  insurance  may  be  reinstated 
upon  written  application  signed  by  the 
applicant,  and,  except  as  hereinafter 
provided  in  this  paragraph,  upon  pay¬ 
ment  of  all  premiums  in  arrears,  with 
interest  from  their  several  due  dates. 


provided  such  applicant  at  the  time  of 
application  and  tender  of  premiums  is  in 
the  required  state  of  health  as  shown  in 
1 6.79  (a)  or  (b) ,  whichever  is  appli¬ 
cable.  and  submits  satisfactory  evidence 
thereof  at  the  time  of  application  and 
tender  of  premiums.  Interest  on  pre¬ 
miums  in  arrears  shall  be  at  the  rate  of 
5  per  centum  per  annum,  compoimded 
annually,  to  the  first  monthly  premium 
due  date  after  July  31,  1946;  at  the  rate 
of  4  per  centum  per  annum,  compounded 
annually,  to  the  first  monthly  premium 
due  date  after  August  31,  1971,  and 
thereafter  at  the  rate  of  5  per  centum 
per  annum,  compounded  annually:  Pro¬ 
vided,  That  no  interest  on  premiums  in 
arrears  will  be  required  if  reinstatement 
is  effected  within  6  months  from  the 
premium  in  default.  The  payment  or 
reinstatement  of  any  indebtedness 
against  any  policy  must  be  made,  with 
interest,  and  if  such  indebtedness  with 
interest  exceeds  the  reserve  of  the  policy 
at  the  time  of  application  for  reinstate¬ 
ment  thereof,  then  the  amount  of  such 
excess  shall,  except  as  provided  in  8  6.81, 
be  paid  by  the  applicant  as  a  condition 
of  the  reinstatement  of  the  indebtedness 
and  of  the  policy.  A  lapsed  U.S.  Govern¬ 
ment  Life  Insurance  policy  which  is  in 
force  under  extended  term  insurance 
may  be  reinstated  without  health  state¬ 
ment  or  other  medical  evidence,  if  appli¬ 
cation  and  tender  of  premiums  with  the 
required  interest  are  made  not  less  than 
5  years  prior  to  the  date  such  extended 
insurance  would  expire.  In  any  case  in 
which  the  extended  insurance  under  an 
endowment  policy  provides  protection  to 
the  end  of  the  endowment  period,  such 
policy  may  be  reinstated  upon  applica¬ 
tion  and  payment  of  the  premiums  with 
the  required  Interest,  and  health  state¬ 
ment  or  other  medical  evidence  will  not 
be  required.  U.S.  Government  Life  In¬ 
surance  on  the  5-year  level  prranium 
term  plan  may  be  reinstated  upon  appli¬ 
cation  by  the  insured  within  5  years  after 
the  date  of  lapse  with  satisfactory  evi¬ 
dence  of  the  insurability  of  the  Insured 
and  upon  payment  of  two  monthly 
premiums,  one  for  the  month  of  lapse, 
the  other  for  the  premium  month  in 
which  reinstatement  is  effected,  subject 
to  the  conditions  of  8  6.170(b)  if  rein¬ 
stated  after  expiration  of  the  5-year- 
term  period.  Any  indebtedness  against 
the  policy  must  be  paid  or  reinstated 
with  Interest.  The  provisions  of  the 
“Reinstatement”  clause  in  U.S.  Govern¬ 
ment  Life  Insurance  policies  are  hereby 
amended  accordingly. 

*  0  m  ^  0 

2.  In  Part  8,  8  6.22  (a)  and  (c)  is 
amended  to  read  as  follows: 

§  8.22  ReinHtatrment  of  National  Serv¬ 
ice  Life  Insurance. 

(a)  Reinstatement  of  National  Serv¬ 
ice  Life  Insurance  except  insurance  rein¬ 
stated  pursuant  to  section  781  of  title  38, 
United  States  Code,  or  section  725  of  title 
38,  United  States  Code.  Subject  to  the 
National  Service  Life  Insurance  provi¬ 
sions  of  title  38,  United  States  Code,  and 
Veterans  Administration  regulations  is¬ 
sued  thereunder,  any  insurance  which 
has  lapsed  or  may  hereafter  lapse  and 
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which  has  not  been  surrendered  for  a 
cash  value  or  for  paid-up  insurance  may 
be  reinstated  upon  written  application 
signed  by  the  applicant,  and,  except  as 
hereinafter  provided  in  this  paragraph, 
upon  payment  of  all  premiums  in 
arrears,  with  interest  from  their  several 
due  dates,  provided  such  applicant  at  the 
time  of  application  and  tender  of  pre¬ 
miums  is  in  the  required  state  of  health 
as  shown  in  S  8.23  (a)  or  (b),  whichever 
is  applicable,  and  submits  evidence 
thereof  at  the  time  of  application  and 
tender  of  premiums.  Interest  on  pre¬ 
miums  in  arrears  shall  be  at  the  rate  of 
5  per  centum  per  annum,  compoimded 
annually,  to  the  first  monthly  premium 
due  date  after  July  31,  1946;  at  the  rate 
of  4  per  centum  i}er  annum,  compoimded 
annually,  to  the  first  monthly  premium 
due  date  after  August  31,  1971,  and 
thereafter  at  the  rate  of  5  per  centum 
per  annum  compounded  annually:  Pro¬ 
vided.  That  no  interest  on  premiums  in 
arrears  will  be  required  if  reinstatement 
is  effected  within  6  months  from  the 
due  date  of  the  premium  in  default.  The 
payment  or  reinstatement  of  any  in¬ 
debtedness  against  any  policy  must  be 
made,  and  if  such  indebtedness  with 
interest  exceeds  the  reserve  of  the  policy 
at  the  time  of  application  for  reinstate¬ 
ment  thereof,  then  the  amount  of  such 
excess  shall  be  paid  by  the  applicant  as 
a  condition  of  the  reinstatement  of  the 
indebtedness  and  of  the  policy.  A  lapsed 
National  Service  Life  Insurance  policy 
which  is  in  force  under  extended  term 
insurance  may  be  reinstated  without 
health  statement  or  other  medical  evi¬ 
dence,  if  application  and  tender  of  pre¬ 
miums  with  the  required  interest  are 
made  not  less  than  5  years  prior  to  the 
date  such  extended  insurance  would 
expire.  In  any  case  in  which  the  extended 
insurance  under  an  endowment  policy 
provides  protection  to  the  end  of  the 
endowment  period,  such  policy  may  be 
reinstated  upon  application  and  payment 
of  the  premiums  with  the  required  inter¬ 
est,  and  health  statement  or  other  medi¬ 
cal  evidence  will  not  be  required.  Subject 
to  the  terms  and  conditions  of  $  8.85, 
Nation^  Service  Life  Insurance  on  the 
level  premium  term  plan  may  be  rein¬ 
stated  within  5  years  of  the  date  of  lapse 
upon  written  application  by  the  insured 
accompanied  by  evidence  of  insurability 
and  tender  of  two  monthly  premiums, 
one  for  the  month  of  lapse,  the  other 
for  the  month  of  reinstatement. 

•  •  *  *  • 

(c)  Reinstatement  of  insurance  issued 
under  section  725,  title  38,  United  States 
Code.  Subject  to  the  National  Service  life 
Insurance  provisions  of  title  38,  United 
States  Code,  and  Veterans  Administra¬ 
tion  regulaticxis  issued  thereunder,  any 
insurance  issued  under  38  U.S.C.  725 
which  has  been  lapsed  for  not  more  than 
5  years,  and  which  has  not  been  sur¬ 
rendered  for  a  cash  value  or  for  paid-up 
insurance  may  be  reinstated  upon  written 
application  signed  by  the  applicant,  pay¬ 
ment  of  the  monetary  requirements  here¬ 
inafter  set  forth  in  this  paragraph,  and 
submission  of  satisfactory  evidence  that 
at  the  time  of  application  and  tender  of 


monetary  requirements,  the  applicant 
was  in  the  required  state  of  health  as 
shown  by  S  8.23  (a)  or  (b) ,  whichever  is 
applicable-  The  pasonent  or  reinstate¬ 
ment  of  any  Indebtedness  against  any 
policy  must  be  made,  and  if  such  in¬ 
debtedness  with  interest  exceeds  the 
reserve  of  the  policy  at  the  time  of  appli¬ 
cation  for  reinstatement  thereof,  then 
the  amount  of  such  excess  shall  be  paid 
by  the  applicant  as  a  condition  of  the  re¬ 
instatement  of  the  indebtedness  and  of 
the  policy.  A  policy  which  has  been  lapsed 
for  6  premium  months  or  less  may  be  re¬ 
instate  upon  meeting  the  health  require¬ 
ments  as  shown  by  §  8.23(a)  and  pay¬ 
ment  of  all  premiums  in  arrears.  A  policy 
which  has  been  lapsed  for  more  than  6 
premium  months  but  not  more  than  5 
years  may  be  reinstated  upon  meeting 
the  health  requirements  as  shown  by 
§  8.23(b)  and  payment  of  all  premiums 
in  arrears  with  interest  from  their  sev¬ 
eral  due  dates  at  the  rate  of  4  per  centum 
per  annum  compounded  annually,  to  the 
first  monthly  premium  due  date  after 
August  31,  1971,  and  thereafter  at  the 
rate  of  5  per  centum  per  annum  com¬ 
pounded  annually.  A  lapsed  policy  which 
is  in  force  imder  extended  term  insurance 
may  be  reinstated  without  health  state- 
r.ient  or  other  medical  evidence,  if  appli¬ 
cation  and  tender  of  the  required  pre¬ 
miums  and  interest  are  made  withir.  5 
years  after  the  date  of  lap>se  and  not  less 
than  5  years  prior  to  the  date  such 
extended  term  insurance  would  expire. 
In  any  case  in  which  the  extended  insur¬ 
ance  under  an  endowment  policy,  which 
has  not  been  lapsed  for  more  than  5 
years,  provides  protection  to  the  end  of 
the  endowment  period,  such  policy  may 
be  reinstated,  without  health  statement 
or  other  medical  evidence,  upon  applica¬ 
tion  and  tender  of  the  requir^  premiums 
and  interest  prior  to  the  end  of  the  en¬ 
dowment  period. 

•  •  *  *  • 

(72  Stat.  1114;  38  U.S.C.  210) 

These  VA  Regulations  are  effective 
September  1,  1971. 

Approved:  September  1,  1971. 

By  direction  of  the  Administrator. 

[seal]  Richard  L.  Roudebush, 
Assistant  Deputy  Administrator. 
[FR  Doc.71-13177  Filed  9-3-71:8:55  am) 

Title  41— PUBLIC  CONTRACTS 
AND  PROPERTY  MANAGEMENT 

Chapter  5A — Federal  Supply  Service, 
General  Services  Administration 

PART  5A-72— REGULAR  PURCHASE 
PROGRAMS  OTHER  THAN  FEDERAL 
SUPPLY  SCHEDULE 

Increased  Authority  for  GSA  Self- 
Service  Store  Managers  Buying 
Building  Maintenance  Supplies 

The  table  of  contents  for  Part  5A-72 
is  amended  by  adding  and  revising  the 
following  entries: 


Sec. 

5A-72.502  Replenishment  of  standard  stook 
catalog  Items,  except  buildings 
maintenance  supplies. 

5A-72.505  BuUdings  maintenance  supplies. 
5A-72.506  Buyers  assigned  to  self-service 
stores. 

Subpart  5A— 72.5— Procurement  of 
Items  for  Self-Service  Stores 

1.  Section  5A-72.502  is  revised  as 
follows: 

§  5.4— 72. .^02  Replenishment  of  sliindard 
stock  catalog  items,  except  buildings 
maintenance  supplies. 

Standard  stock  catalog  items  stocked 
by  self-service  stores  normally  shall  be 
replenished  by  an  order  from  the  store 
manager  on  GSA  supply  distribution  fa¬ 
cilities  stocks  in  accordance  with  stand¬ 
ard  procedures.  Whenever  a  store  item 
cannot  be  replenished  because  of  non¬ 
availability  from  GSA  supply  distribu¬ 
tion  facilities,  the  regional  Chief,  Order 
Branch,  shall  notify  the  regional  Chief, 
Inventory  Management  Branch.  The  re¬ 
gional  Chief,  Inventory  Management 
Branch,  shall  determine  whether  emer¬ 
gency  local  purchase  action  is  necessary 
to  meet  the  store  requirement  and  take 
such  action,  or  authorize  purchase  by 
the  self-service  store  under  small  pur¬ 
chase  procedures,  furnishing  appropri¬ 
ate  source  information  and  other  pro¬ 
curement  instructions  to  the  store.  The 
store  may  procure  up  to  $100  in  value 
for  a  single  line  item  of  standard  stock 
catalog  items.  (For  different  limitations 
applying  to  buildings  maintenance  items 
see  I5A-72.505.) 

2.  Section  5A-72.503  is  revised  as 
follows: 

§  5A— 72.503  Replenishment  nf  other 
self-(«ervice  store  items. 

(a)  Self-service  store  managers  may 
be  authorized  to  purchase  up  to  $500  in 
value  of  stocks  required  for  replenish¬ 
ment  of  an  item  not  carried  in  regular 
GSA  supply  distribution  facilities.  Such 
procurement  shall  be  in  accordance  with 
the  source  information  and  procurement 
instructions  furnished  by  the  regional 
Procurement  Division.  Determination  as 
to  whether  store  managers  shall  procure 
such  items  imder  small  purchase  proce¬ 
dures  shall  be  made  on  an  item  by  item 
basis.  (For  special  limitations  regarding 
buildings  maintenance  items  see  §  5A- 
72.505.) 

(b)  Orders  issued  against  Federal 
Supply  Schedule  contracts  or  other 
established  sources  of  supply  shall  be 
prepared  by  the  regional  Inventory  Man¬ 
agement  Branch  or  Division  unless  blan¬ 
ket  purchase  arrangements  can  be  made 
with  such  sources  whereunder  store 

•  managers  are  authorized  to  place  deliv¬ 
ery  orders. 

(c)  For  items  not  available  from  estab¬ 
lished  sources,  the  regional  Procurement 
Division  shall  establish  local  term  con¬ 
tracts  or  blanket  purchase  arrangements 
under  which  store  managers  shall  be 
authorized  to  place  delivery  orders. 
When  this  is  not  feasible,  but  adequate 
local  commercial  sources  of  supply  are 
available  in  the  proximity  of  the  store. 
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the  regional  Procurement  Division  shall 
furnish  appropriate  source  information 
and  purchase  descriptions  for  use  by  the 
store  manager  for  satisfying  replmish- 
ment  requirements  by  small  purchase 
procedures,  within  the  limitations  pre¬ 
scribed  in  this  Subpart  5A-72.5.  using  the 
procedures  for  imprest  funds.  Standard 
Form  44,  etc. 

3.  Section  5A-72.504  is  revised  as 
follows: 

§  5A— 72.50  i  Items  not  sloeked  by  the 
sclf>ser\’iee  stores. 

When  a  customer  agency  requests  the 
purchase  of  an  item  not  stocked  by  the 
self-service  store  or  by  GSA  supply  dis¬ 
tribution  facilities,  requirements  not  ex¬ 
ceeding  $50  in  value  may  be  procured  by 
the  store  manager  tmder  small  purchase 
procedures.  (For  special  limitations  re¬ 
garding  buildings  maintenance  items  see 
§  5A-72.505.)  If  the  requirement  exceeds 
$50  and  the  agency  advises  that  it  has 
no  local  purchasing  facilities  to  procure 
the  item,  the  requirement  shall  be  for¬ 
warded  to  the  regional  Procurement  Divi¬ 
sion  or  instructions  shall  be  obtained 
from  that  Division  for  handling  the  re¬ 
quirement.  Where  the  agency  indicates  a 
continuing  need  for  a  nonstock  item,  con¬ 
sideration  shall  be  given  to  adding  the 
item  to  self-service  store  stock. 

4.  The  material  covered  in  present 
§  5A-72.505  is  transferred  to  S  5A-72.506 
and  the  following  new  material  is  added 
under  §  5A-72.505: 

§  5A— 72.505  Buildings  maintonanre 
supplies. 

Store  managers  may  be  authorized  to 
make  purchases  up  to  $1,500  per  line  item 
and  up  to  $2,500  total  for  any  one  pur¬ 
chase  of  several  line  items  of  buildings 
maintenance  supplies  which  are  not 
available  from  stock  when  needed,  pro¬ 
vided  Public  Building  Service  (PBS)  does 
not  have  its  own  procurement  capability 
and  the  self-service  store  is  supporting 
.PBS  on  their  buildings  maintenance  sup¬ 
ply  requirements.  These  purchases  shall 
be  made  in  accordance  with  the  small 
purchases  procedures  prescribed  in  the 
Federal  Procurement  Regulations  and 
the  General  Services  Administration  Pro¬ 
curement  Regulations.  The  self-service 
store  emplo3^e  making  these  purchases 
must  have  received  training  in  small  pur¬ 
chases  procedures.  Formal  delegation  of 
authority  shall  be  accomplished  by. re¬ 
gional  implementation  of  the  GSA  Dele¬ 
gations  of  Authority  Manual  (ADM  P 
5450.39). 

5.  Section  5A-72.506  is  added  to  incor¬ 
porate  revised  material  formerly  set  forth 
in  §  5A-72.505. 

§  5.A— 72.506  Buyers  assigned  to  self- 
service  stores. 

(a)  When  warranted  by  the  volume 
of  store  purchases  of  items  which  are  not 
available  from  GSA  supply  distribution 
facilities  or  which  are  not  stocked  for 
customer  agencies,  a  full  time  buyer 
should  be  assigned  to  the  self-service 


store.  This  applies  particularly  to  stores 
located  in  cities  other  than  the  regional 
headquarters  cities.  Buyers  thus  assigned 
shall  be  authorized  to  place  orders  di¬ 
rectly  on  Federal  Supply  Schedule  con¬ 
tracts  and  other  established  sources  of 
supply  within  the  limits  provided  in  such 
contracts,  and  to  handle  open-market 
purchases  up  to  $2,500  in  value. 

(b)  Buyers  permanently  assigned  to 
self-service  store  shall  be  under  the  ad¬ 
ministrative  supervision  of  the  store 
manager  but  shall  receive  technical  guid¬ 
ance  directly  from  the  Procurement 
Division. 

(Sec.  206(c),  63  Stat.  390:  40  U.S.C.  486(c): 
41  CFR  5-1.101(C)) 

Effective  date.  This  regulation  is  effec¬ 
tive  30  days  after  the  date  shown  below. 

Dated;  August  30, 1971. 

L.  E.  Spangler, 

Acting  Commissioner, 
Federal  Supply  Service. 
[FR  Doc.71-13087  FUed  9-3-71:8:53  am] 

Title  50— WILDLIFE  AND 
FISHERIES 

Chapter  I — Bureau  of  Sport  Fisheries 
and  Wildlife  Fish  and  Wildlife  Serv¬ 
ice;  Department  of  the  Interior 

SUBCHAPTER  B — HUNTING  AND  POSSESSION  OF 
WILDLIFE 

PART  10 — MIGRATORY  BIRDS 

Open  Seasons,  Bag  Limits,  and  Pos¬ 
session  of  Certain  Migratory  Game 
Birds;  Correction 

The  1971-72  hunting  seasons  for 
ducks,  mergansers,  coots,  geese,  brant, 
etc.  were  published  on  Thursday, 
September  2,  1971,  as  P.R.  Doc.  71-12787 
at  pages  17565-89  of  volume  36.  Certain 
errors  were  discovered  after  the  docu¬ 
ment  was  filed  at  the  Office  of  the  Fed¬ 
eral  Register,  but  it  was  not  possible 
to  make  the  necessary  corrections  prior 
to  printing.  This  document  sets  forth 
those  changes  which  must  be  made  to 
correct  the  issue  of  September  2. 

1.  On  p.  17565,  in  §  10.53(b)  (2),  the 
table  entry  for  New  York  should  read: 

New  York  (except  Long  Island 
and  Lake  Champlain  areas)! 

Oct.  11-Oct. 

19. 

2.  On  p.  17565,  in  S  10.53(b)(2),  the 
table  entry  for  Vermont  should  read: 
Vermont  (Including  Lake 

Champlain  area). 

Oct.  9-Oct.  17. 

3.  On  p.  17566,  in  §  10.53(e),  change 
the  footnote  references  for  the  Massa¬ 
chusetts  entry  in  the  table  by  adding 
the  numbers  5  and  10  to  the  State  name 
and  by  deleting  the  numbers  5  and  10 
from  the  zones,  so  that  the  first  column 
of  the  entry  reads : 

Massachusetts.*  *• 

Costal  K>ne.“  ** 

Inland  zone.* 


4.  On  p.  17566,  in  §  10.53(e),  change 
the  footnote  references  for  the  North 
Dakota  entry  in  the  table  by  adding  the 
number  43  to  the  State  name,  so  that 
the  first  column  of  the  entry  reads: 

North  Dakota.*  *  »  «  “ 

5.  On  p.  17567,  in  §  10.53(e),  change 
footnote  14  to  read: 

The  dally  bag  and  possession  limits  may 
not  Include  more  than  1  Ross'  goose. 

6.  On  p.  17567,  in  §  10.53(e),  change 
footnote  20  to  read: 

*>  The  dally  bag  limit  may  not  include  more 
than  1  Canada  goose,  or  2  white-fronted 
geese,  or  1  of  each:  and  the  possession  limit 
may  not  include  more  than  2  Canada  geese 
and  2  white-fronted  geese. 

7.  On  p.  17567,  in  §  10.53(e),  change 
paragraph  (b)  of  footnote  31  to  read: 

b.  The  dally  bag  limit  on  Canada  geese  Is 
reduced  to  1  after  Dec.  10. 

8.  On  p.  17567,  in  §  10.53(e),  change 
footnote  34  to  read: 

**  The  Coastal  zone  Includes  all  coastal 
lands  and  waters  lying  seaward  of  a  line 
running  south  from  the  New  Hampshire 
border  along  UH.  Highway  1  to  State  Route  3, 
along  State  Route  3  to  U.S.  Highway  6  at 
the  Cape  Code  Canal,  and  then  west  along 
U.S.  Highway  6  to  the  Rhode  Island  border. 

9.  On  p.  17567,  in  S  10.53(e),  change 
the  first  paragraph  of  footnote  36  to 
read; 

>*The  season  on  Canada  geese,  except  In 
the  Southeastern  zone.  Is  Oct.  2-10.  In  the 
Southeastern  zone,  the  season  on  Canada 
geese  Is  concurrent  with  the  season  for  other 
geese. 

10.  On  p.  17567,  in  §  10.53(e),  change 
footnote  44  to  read: 

**  Pymatuning  Reservoir  area; 

a.  The  area  Includes  Pymantunlng  Reser¬ 
voir  and  that  part  of  Ohio  bounded  on  the 
north  by  County  Road  306  known  as  Wood¬ 
ward  Road,  on  the  west  by  Pymatuning  Lake 
Road,  and  on  the  south  by  U.S.  Highway  322. 

b.  The  dally  bag  limits  may  not  Include 
more  than  1  goose. 

c.  The  possession  limits  may  not  Include 
more  than  2  wood  ducks. 

11.  On  p.  17567,  in  §  10.53(e),  change 
paragraph  (c)  of  footnote  46  to  read: 

c.  In  Crawford  and  Lebanon  Counties,  on 
the  Susquehanna  River  between  the  Clarks 
Ferry  Bridge  In  Dauphin  County  and  the 
oonSuence  of  the  north  and  west  branches  of 
the  river  in  Northumberland  County,  and 
In  all  of  Lancaster  Coimty  except  on  the  Sus¬ 
quehanna  River,  the  dally  bag  limit  Is  1 
goose. 

12.  On  p.  17567,  in  5  10.53(e),  change 
footnote  47  by  adding  a  second  para¬ 
graph  which  reads: 

In  Day  and  Marshall  Coimtles,  the  season 
on  Canada  geese  is  Oct.  9-Dec.  15. 

13.  On  p.  17567,  in  §  10.53(e),  change 
footnote  51  to  read: 

*  The  dally  bag  limit  may  not  include  more 
than  1  C^anada  goose,  or  2  white-fronted 
geese,  or  1  of  each;  and  the  possession  limit 
may  not  Include  more  than  2  Canada  geese, 
or  2  white-fronted  geese,  or  1  of  each. 
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In  the  Horicon  Zone,  the  hunting  of  Cana¬ 
da  geese  is  subject  to  the  special  regulations 
set  forth  In  §  10.53(d). 

14.  On  p.  17567,  in  §  10.53(e>,  change 
footnote  11  to  read: 

"See  also  S  10.53(a),  published  at  36  FR 
13763  and  in  Regulatory  Announcement  87, 
for  the  special  sea  duck  hunting  regulations. 

15.  On  p.  17568,  in  §  10.53(f),  change 
the  footnote  references  for  the  Colorado 
entry  in  the  table  by  deleting  the  number 
5  from  the  State  name,  so  that  the  first 
column  of  the  entry  reads: 

Colorado.* 

16.  On  p.  17568,  in  §  10.53(f),  change 
the  footnote  references  for  the  Idaho  en¬ 
try  in  the  table  by  deleting  the  number 
13  from  the  State  name,  so  that  the  first 
column  of  the  aitry  reads : 

Idaho.*  •« 

17.  On  p.  17568,  in  S  10.53(f),  change 
the  footnote  references  for  the  Montana 
entry  in  the  table  by  deleting  the  number 
5  from  the  State  name,  so  that  the  first 
column  of  the  entry  reads: 

Montana.*  “  “ 

18.  On  p.  17568,  in  §  10.53(f),  change 
the  footnote  reference  for  the  Oregon 
entry  in  the  table  by  adding  the  number 
13  and  by  deleting  the  number  17,  so 
that  the  first  column  of  the  entry  reads: 

Oregon “  •• 

19.  On  p.  17568,  in  §  10.53(f),  change 
the  footnote  references  for  the  Utah 
entry  in  the  table  by  deleting  the  number 
5  from  the  State  name,  so  that  the  first 
column  of  the  entry  reads: 

Utah."* 

20.  On  p.  17568,  in  §  10.53(f),  change 
the  footnote  references  for  the  Wyoming 
entry  in  the  table  by  deleting  the  num¬ 
bers  5  and  17  from  the  State  name,  so 
that  the  first  coliunn  of  the  entry  reads: 

Wyoming.*  “ 

21.  On  p.  17568,  in  §  10.53(f),  change 
footnote  13  to  read: 

"  In  Morrow,  Wasco,  Sherman,  Oilliam,  and 
UmatUla  Counties,  the  open  season  on  geese 
is  Oct.  9-Jan.  23. 

2.  On  p.  17568,  in  §  10.53(f),  change 
footnote  17  to  read: 

”  In  Adams,  Franklin,  Orant,  Walla  Walla, 
Lincoln,  Douglas,  Yakima,  Benton,  Klickitat, 
and  Kittitas  Counties,  the  open  season  on 
geese  is  Oct.  16-Jan.  23. 

Since  these  changes  benefit  the  public 
by  correcting  or  clarifying  existing  regu¬ 
lations,  it  is  determined  that  notice  and 
public  procedure  thereon  are  impracti¬ 
cable,  unnecessary,  and  contrary  to  the 
public  interest,  and  that  the  changes 
shall  become  effective  upon  publication 
in  the  Federal  Register  (9-4-71) . 

(40  Stat.  755;  16  UB.C.  703  et  seq.) 

J.  P.  liINDUSKA, 

Acting  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

September  2,  1971. 

(FR  Doc.71-13201  FUed  9-3-71;8:60  am] 


SUBCHAPTER  C — THE  NATIONAL  WILDLIFE 
REFUGE  SYSTEM 

PART  28— PUBLIC  ACCESS,  USE,  AND 
RECREATION 

Santa  Ana  National  Wildlife  Refuge, 
Tex. 

The  following  special  regulation  is 
issued  and  is  effective  on  date  of  pub¬ 
lication  in  the  Federal  Register  (9-4- 
71). 

§  28.28  Special  regulation8,  public  ac¬ 
cess,  use,  and  recreation;  for  indi¬ 
vidual  wildlife  refuge  areas. 

Texas 

SANTA  ANA  NATIONAL  WILDLIFE  REFUGE 

Retrieving  zones  of  approximately  100 
yards  in  width  are  established  along  the 
exterior  refuge  boimdary,  and  desig¬ 
nated  by  signs.  These  retrieving  zones 
are  delineated  on  maps  available  at  ref¬ 
uge  headquarters.  Alamo,  Tex.,  and  from 
the  Regional  Director,  Bureau  of  Sport 
Fisheries  and  Wildlife,  Box  1306,  Al¬ 
buquerque,  NM  87103.  A  hunter  may 
enter  these  retrieving  zones  to  retrieve 
dead  or  crippled  doves  which  he  has 
legally  killed  or  crippled  by  himting  out¬ 
side  the  boimdaries  but  which  have 
fallen  within  the  designated  retrieving 
zone.  The  use  of  dogs  and  the  possession 
of  firearms  or  weapons  inside  the  ex¬ 
terior  boundary  of  the  refuge  and  at  the 
authorized  retrieving  zone  is  prohibited. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  public  access,  use,  and  recreation 
on  wildlife  refuge  areas  generally,  which 
are  set  forth  in  Title  50,  Code  of  Fed¬ 
eral  Regulations,  Part  28,  and  are  ef¬ 
fective  through  September  12,  1971. 

J.  P.  Linduska, 

Acting  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

I  FR  Doc.71-13090  Filed  9-3-71:8:53  am] 

PART  32— HUNTING 

Bombay  Hook  National  Wildlife 
Refuge,  Del. 

The  following  special  regulation  is 
issued  and  is  effective  on  date  of  pub¬ 
lication  in  the  Federal  Register  (9-4- 
71). 

§  32.12  Special  regulations;  migratory 
game  birds;  for  individual  wildlife 
refuge  areas. 

Delaware 

BOMBAY  HOOK  NATIONAL  WILDLIFE 
REFUGE 

The  public  hunting  of  rails  and  gal- 
linules,  mourning  doves,  woodcock,  and 
common  snipe  on  Bombay  Hook  Na¬ 
tional  Wildlife  Refuge  is  permitted  with¬ 


in  the  regularly  established  1971-72  sea¬ 
sons  of  the  State  of  Delaware;  but  only 
on  the  area  designated  by  signs  as  open 
to  hunting.  This  open  area,  comprising 
141  acres,  is  delineated  on  a  map  avail¬ 
able  at  the  refuge  headquarters,  Smyrna, 
Del.  19977,  and  from  the  Regional  Di¬ 
rector,  Bureau  of  Sport  Fisheries  and 
Wildlife,  U.S.  Post  OflBce  and  Court¬ 
house,  Boston,  Mass.  02109.  Hunting 
shall  be  in  accordance  with  all  applicable 
Federal  and  State  regulations  covering 
the  himting  of  rails  and  gallinules, 
mourning  doves,  woodcock,  and  common 
snipe. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally,  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  December  31, 
1971, 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27, 1971. 

(FR  Doc.71-13040  Filed  9-3-71:8:49  am) 

PART  32— HUNTING 

Bombay  Hook  National  Wildlife 
Refuge,  Del. 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (9-4-71). 

§  32.12  Special  regulations;  migratory 
game  birds;  for  individual  wildlife 
refuge  areas. 

Delaware 

BOMBAY  hook  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  ducks,  geese,  brant, 
and  coots  on  the  Bombay  Hook  National 
Wildlife  Refuge,  Del.,  is  permitted  on 
areas  designated  by  signs  as  open  to 
hunting  including  the  South  Public 
Hunting  Area,  the  West  Public  Hunting 
Area,  the  Youth  Hunt  Area,  and  the  Up¬ 
land  Game  Hunting  Area.  These  open 
areas  are  delineated  on  maps  available  at 
the  refuge  headquarters,  Smyrna,  Del., 
and  from  the  Regional  Director,  Bureau 
of  Sport  Fisheries  and  Wildlife,  U.S.  Post 
Office  and  Courthouse,  Boston,  Mass. 
02109. 

Hunting  shall  be  in  accordance  with 
all  applicable  State  and  Federal  regula¬ 
tions  covering  the  hunting  of  ducks, 
geese,  brant,  and  coots  subject  to  the  fol¬ 
lowing  special  conditions: 

(1)  Hunting  is  permitted  on  the  West 
Public  Hunting  Area  from  one-half  hour 
before  sunrise  to  12  m.  local  standard 
time,  Tuesdays,  Thursdays,  and  Satur¬ 
days  during  the  goose  season. 

(2)  Hunting  in  the  South,  West,  and 
Youth  Hunt,  Public  Himting  Areas  shall 
be  from  existing  numbered  blinds.  The 
possession  of  a  loaded  gun  or  shooting 
while  outside  of  a  blind  is  prohibited  on 
these  areas. 
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(3)  No  person  shall  have  in  his  pos¬ 
session  or  use  in  1  day  more  than  10 
shells  on  the  West  Public  Hunting  Area. 

(4)  The  necessary  permit  to  enter  the 
South  Public  Himting  Area  may  be  ob¬ 
tained  from  1  hour  before  shooting  time 
until  3  p.m.  local  standard  time  at  the 
checking  station  located  at  Port  Mahon. 
The  necessary  permit  to  enter  the  West 
Public  Hunting  Area  may  be  obtained  by 
applying  to  the  Refuge  Manager  for  ad¬ 
vance  reservation.  The  permits  for  ad¬ 
vance  reservations  will  be  canceled  if  the 
holder  is  not  present  1  hour  prior  to  the 
start  of  legal  shooting  time  on  the  date 
of  his  reservation.  These  forfeited  per¬ 
mits  and  pennits  not  reserved  by  advance 
reservation  will  be  awarded  to  other 
hunters  by  lot  on  the  morning  of  the 
hunt.  All  hunters  will  check  out  through 
the  headquarters  checking  station  prior 
to  leaving  the  refuge. 

(5)  Each  hunting  permittee  using  the 
West  Public  Hunting  Area  will  pay  a 
blind  fee  of  $5  on  the  day  of  the  hunt.  A 
User  Fee  of  $1  per  hunter  will  be  charged 
on  the  South  Public  Hunting  Area. 

(6)  Not  more  than  four  persons  may 
occupy  a  blind  at  any  one  time  on  the 
West  Public  Hunting  Area  nor  more  than 
three  on  the  South  Public  Hunting  Area. 

(7)  The  Youth  Hunt  Area  will  be  open 
on  Satiu'days  and  holidays  to  young 
hunters  who  present  evidence  of  having 
completed  the  prescribed  training  pro¬ 
gram.  Two  youths,  accompanied  by  an 
instructor  who  may  not  discharge  a  fire¬ 
arm,  may  use  one  blind. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  of  wildlife  refuge  areas 
generally,  which  are  set  forth  in  Title 
50,  Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  January  31, 
1972. 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27,  1971. 

[FR  Doc.71-13042  Filed  9-3-71:8:49  am] 


PART  32— HUNTING 

Iroquois  National  Wildlife  Refuge, 
N.Y. 

The  following  special  regulation  is 
Issued  and  is  effective  on  date  of  pub¬ 
lication  in  the  Federal  Register 
(9-4-71). 

§  32.12  Special  regulations;  migratory 
game  birds;  for  individual  wildlife 
refuge  areas. 

New  York 

IROQUOIS  NATIONAL  WILDLIFE  REFUGE 

The  public  hunting  of  woodcock  on  the 
Iroquois  National  Wildlife  Refuge,  N.Y., 
is  permitted  on  the  area  designated  by 
signs  as  open  to  hunting.  This  open  area 
is  delineated  on  maps  available  at  the 
refuge  headquarters,  Basom,  N.Y.,  and 
from  the  Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife,  U.S.  Post 
Office  and  Courthouse,  Boston,  Mass. 
02109.  Hunting  shall  be  in  accordance 


with  all  applicable  State  and  Federal 
regulations  covering  the  himting  of 
woodcock. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally,  which  are  set  forth  in  Title 
50,  Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  December  31, 
1971. 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27,  1971. 

I  PR  Doc,71-13049  Piled  9  -3-71:8:49  am) 


PART  32— HUNTING 

Iroquois  National  Wildlife  Refuge, 
N.Y. 

The  following  special  regulation  is 
issued  and  is  effective  on  date  of  pub¬ 
lication  in  the  Federal  Register 
(9-4-71). 

§  .32.12  .Special  regululioRii:  migratory 
game  bird>,  for  individual  wildlife 
refuge  areas. 

New  York 

IROQUOIS  national  WILDLIFE  REFUGE 

The  public  hunting  of  ducks,  geese, 
coots,  and  gallinules  on  the  Iroquois  Na¬ 
tional  Wildlife  Refuge,  N.Y.,  is  per¬ 
mitted.  Information  on  this  program  is 
available  at  the  refuge  headquarters, 
Basom,  N.Y.,  and  from  the  Regional  Di¬ 
rector,  Bureau  of  Sport  Fisheries  and 
Wildlife,  U.S.  Post  Office  and  Court¬ 
house,  Boston.  Mass.  02109.  Hunting 
shall  be  in  accordance  with  all  applica¬ 
ble  State  and  Federal  regulations  cover¬ 
ing  the  hunting  of  ducks,  geese,  coots, 
and  gallinules  subject  to  the  following 
special  conditions: 

(1)  The  hunting  of  ducks,  geese, 
coots,  and  gallinules  is  permitted  only 
from  designated  hunting  stands. 

( 2 )  A  permit  is  required  to  hunt  ducks, 
geese,  coots,  and  gallinules.  Issuance  of 
the  permit  and  rules  regarding  days  and 
hours  of  hunting,  bag  limit,  shells,  and 
equipment  will  conform  to  the  regula¬ 
tions  of  New  York  State's  Tonawanda 
Wildlife  Management  Area,  except  that 
waterfowl  hunting  on  the  Iroquois  Na¬ 
tional  Wildlife  Refuge  will  terminate  on 
the  Saturday  preceding  the  opening 
of  the  New  York  State’s  gun  season  for 
deer.  Permits  will  be  returned  and  the 
waterfowl  bag  checked  at  the  Iroquois 
National  Wildlife  Refuge  Office. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally,  which  are  set  forth  in  Title 
50,  Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  December  31, 
1971. 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27, 1971. 

(FR  Doc.71-13052  Piled  9-3-71:8:50  am] 


PART  32— HUNTING 

Bombay  Hook  National  Wildlife 
Refuge,  Del. 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (9-4-71). 

§  32.22  Special  rcfdilalions;  iiplnml 
;iaiiio;  for  imiividiiul  wildlife  refuse 
ar«*as. 

Delaware 

BOMBAY  HOOK  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  upland  game  on 
Bombay  Hook  National  Wildlife  Refuge, 
Del.,  is  permitted  during  the  regular 
State  seasons  on  the  Upland  Game  Hunt¬ 
ing  Area  designated  by  signs  as  open  to 
hunting.  The  open  Upland  Game  Hmit- 
ing  Area,  comprising  141  acres,  is  de¬ 
lineated  on  maps  available  at  refuge 
headquarters,  Smyrna,  Del.  19977,  and 
from  the  Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife,  U.S.  Post 
Office  and  Courthouse,  Boston,  Mass. 
02109.  Himting  shall  be  in  accordance 
with  all  applicable  State  regulations  cov¬ 
ering  the  hunting  of  upland  game. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally,  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  April  30,  1972. 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27, 1971. 

|FR  Doc.71-13044  Piled  9-3-71:8:49  am] 

PART  32— HUNTING 
Prime  Hook  National  Wildlife  Refuge, 
Del. 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (9-4-71). 

§  32.22  .Special  rcnulalions;  iiplaiid 
fcamc;  fur  individual  wildlife  refuge 
areas. 

Delaware 

PRIME  HOOK  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  upland  game  on 
Prime  Hook  National  Wildlife  Refuge. 
Del.  is  permitted  on  Hunting  Areas  A  and 
B  within  the  regularly  established  1971- 
72  hunting  seasons  of  the  State  of  Dela¬ 
ware.  This  open  upland  game  hunting 
area,  comprising  approximately  6,100 
acres,  is  delineated  on  maps  available  at 
refuge  headquarters.  Rural  Delivery  No. 
1,  Box  195,  Milton,  DE  19968,  and  from 
the  Regional  Director,  Bureau  of  Sport 
Fisheries  and  Wildlife,  U.S.  Post  Office 
and  Courthouse,  Boston,  Mass.  02109. 
Hunting  shall  be  in  accordance  with  all 
applicable  State  regulations  covering  the 
hunting  of  upland  game. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
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generally,  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32,  and 
are  effective  through  April  30,  1972. 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27,  1971. 

[FR  Doc.71-13043  PUed  0-3-71;8:49  ami 

PART  32— HUNTING 

Crab  Orchard  National  Wildlife 
Refuge,  III. 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (9-4-71). 

§  32.22  Special  regulations;  upland 
game;  for  individual  wildlife  refuge 
areas. 

Illinois 

CRAB  ORCHARD  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  pheasants  and  bob- 
white  quail  on  the  Crab  Orchard  Na¬ 
tional  Wildlife  Refuge,  Ill.,  is  permitted 
from  November  13,  1971,  through  De¬ 
cember  31,  1971;  the  hunting  of  rabbits 
is  permitted  from  November  13,  1971, 
through  January  31,  1972,  and  the  hunt¬ 
ing  of  raccoons,  opossums,  skunks,  and 
weasels  is  permitt^  from  November  1, 

1971,  through  January  31,  1972,  but  only 
on  the  area  designated  by  signs  as  open 
to  hunting.  This  open  area,  comprising 
9,380  acres  is  delineated  on  a  map  avail¬ 
able  at  the  refuge  headquarters,  Carter- 
ville,  Dl.,  and  from  the  Regional  Director 
Bureau  of  Sport  Fisheries  and  Wildlife, 
Federal  Building,  Fort  Snelling,  Twin 
Cities,  Minn.  55111.  Hunting  shall  be  in 
accordance  with  all  applicable  State  and 
Federal  regulations. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuges  gen¬ 
erally  which  are  set  forth  in  Title  .50, 
Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  January  31, 

1972. 

L.  A.  Mehrhoff,  Jr., 
Project  Manager,  Crab  Or¬ 
chard  National  Wildlife 
Refuge.  CarterviUe,  III. 

August  27, 1971. 

[PR  Doc.  71-13047  Plied  9-3-71;8:49  am] 

PART  32— HUNTING 

Iroquois  National  Wildlife  Refuge, 
N.Y. 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  In  the  Federal  Register  (&-4-71). 

§  32.22  Special  regalatioiM ;  upland 
game;  for  individual  wildlife  refuge 
areas. 

New  York 

IROQUOIS  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  upland  game  on  the 
Iroquois  National  Wildlife  Refuge,  Ba- 
som,  N.Y.  is  pennitted  from  the  opening 
dates  of  the  respective  State  sessions  in 


1971  through  February  29,  1972,  except 
on  areas  designated  by  signs  as  closed. 
This  open  area  comprising  10,383  acres 
is  delineated  on  maps  available  at  refuge 
headquarters,'Basom,  N.Y.,  and  from  the 
Regional  Director,  Bureau  of  Sport  Fish¬ 
eries  and  Wildlife,  U.S.  Post  OfiBce  and 
Courthouse,  Boston,  Mass.  02109.  Hunt¬ 
ing  shall  be  in  accordance  with  all  appli¬ 
cable  State  regulations  subject  to  the 
following  special  condition. 

(1)  A  seasonal  permit  is  required  for 
the  night-time  hunting  of  racoon.  Per¬ 
mits  may  be  obtained  by  applying  in 
person  at  the  refuge  office. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  himting  on  wildlife  refuge  areas 
generally,  as  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  February  29, 
1972. 

Richard  E.  Griffith, 
Regional  Director.  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27,  1971.’ 

[PR  Doc.71-13050  PUed  9-3-71:8:50  am] 


PART  32— HUNTING 

Bombay  Hook  National  Wildlife 
Refuge,  Del. 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (9-4-71). 

§  32.32  Special  regulations;  big  game; 
for  individual  wildlife  refuge  areas. 

Delaware 

BOMBAY  hook  NATIONAL  WILDLIFE  REFUGE 

Public  archery  hunting  of  deer  on 
Bombay  Hook  National  Wildlife  Refuge, 
Del.,  is  permitted  only  on  the  Deer  Hunt¬ 
ing  Area  and  Upland  Himting  Area  des¬ 
ignated  by  signs  as  open  to  hunting. 
These  open  Deer  Hunting  Areas  are  de¬ 
lineated  on  maps  available  at  refuge 
headquarters,  Smyrna,  Del.  19977  and 
from  the  Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife,  UB.  Post 
Office  and  Courthouse,  Boston,  Mass. 
02109.  Hunting  shall  be  in  accordance 
with  all  applicable  State  regulaticms  cov¬ 
ering  archei'y  hunting  of  deer  subject  to 
the  following  special  conditions: 

(1)  Hunting  by  bow  and  arrow  on  the 
Deer  Hunting  Area  is  permitted  only  on 
Saturdays  from  September  4  through 
October  23. 

(2)  The  number  of  hunters  admitted 
to  the  (H>ened  area  at  any  one  time  will 
be  restricted  to  400  and  a  user  fee  of 
$1  per  hunter  will  be  charged. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally,  which  are  set  forth  In  Title  50, 
Code  of  Federal  Regulations,  Part  32,  and 
are  effective  through  December  31,  1971. 

Richard  E.  Griffith, 
Regional  Director.  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27,  1971. 

[PR  Doc.71-13045  Piled  9-3-71;8:49  am] 


PART  32— HUNTING 

Bombay  Hook  National  Wildlife 
Refuge,  Del. 

The  following  special  regulation  is 
issued  and  is  effective  on  date  of  publi¬ 
cation  in  the  Federal  Register  (9-4-71) . 

§  32.32  Special  regulations;  big  game; 
for  individual  wildlife  refuge  areas. 

Delaware 

BOMBAY  HOOK  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  deer  with  shotguns 
on  the  Bombay  Hook  National  Wildlife 
Refuge,  Del.,  is  permitted  only  on  the 
Deer  Hunting  area  and  Upland  Hunting 
Area  designated  by  signs  as  open  to 
hunting.  These  open  Deer  Hunting  Areas 
are  delineated  on  maps  available  at 
refuge  headquarters,  Smyrna,  Del.,  19977 
and  from  the  Regional  Director,  Bureau 
of  Sport  Fisheries  and  Wildlife,  U.S.  Post 
Office  and  Courthouse,  Boston,  Mass. 
02109.  Hunting  shall  be  in  accordance 
with  all  applicable  State  and  Federal 
regulations  covering  the  hunting  of  deer 
with  firearms  subject  to  the  following 
special  condtion: 

(1)  A  Federal  permit  is  required  and 
may  be  obtained  by  applying  to  the 
Refuge  Manager  in  writing  for  an  ad¬ 
vance  reservation.  An  individual  with  an 
advance  reservation  will  forfeit  his  per¬ 
mit  if  he  is  not  present  1  hour  prior  to 
the  start  of  legal  shooting  time  on  the 
date  of  his  reservation.  These  forfeited 
permits  and  permits  not  reserved  by 
advance  reservations  will  be  awarded  to 
other  hunters  by  lot  one-half  hour  before 
the  start  of  legal  shooting  time.  The 
number  of  hunters  admitted  to  the  <HJen 
area  at  one  time  will  be  restricted  to  50 
and  a  user  fee  of  $1  per  hunter  will  be 
charged.  Permits  must  be  surrendered 
prior  to  departure  from  the  refuge  and 
deer  taken  must  be  checked  out  at  refuge 
headquarters. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally,  which  are  set  forth  in  Title 
50,  Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  January  31, 
1972. 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27,  1971. 

[FR  Doc.71-13046  FUed  9-3-71:8:49  am] 


PART  32— HUNTING 

Prime  Hook  National  Wildlife  Refuge, 
Dei. 

The  following  special  regulation  is 
Issued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (9-4-71). 

§  32.32  Special  regulations ;  big  game ; 
for  individual  wildlife  refuge  areas. 

Delaware 

prime  hook  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  deer  on  Prime  Hook 
National  Wildlife  Refuge,  Delaware,  is 
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permitted  within  the  regularly  estab¬ 
lished  1971-72  hunting  season  of  the 
State  of  Delaware.  This  open  deer  hunt¬ 
ing  area,  comprising  approximately  6,100 
acres,  is  delineated  on  a  map  available  at 
the  refuge  headquarters.  Rural  Delivery 
No.  1,  Box  195,  Milton,  Del.  19968,  and 
from  the  Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife,  U.S.  Post 
Office  and  Courthouse,  Boston,  Mass. 
02109.  Hunting  shall  be  in  accordance 
with  all  applicable  State  regulations  cov¬ 
ering  the  hunting  of  deer. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally,  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  January  15, 
1972. 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27,  1971. 

[FR  Doc.71-13041  Piled  9-3-71;8:49  ami 


PART  32— HUNTING 

Crab  Orchard  National  Wildlife 
Refuge,  III. 

The  following  special  regulation  is  is¬ 
sued  and  is  effective  on  date  of  publica¬ 
tion  in  the  Federal  Register  (9-4-71). 

§  32.32  Special  regulations;  big  game; 
for  individual  wildlife  refuge  areas. 

Illinois 

CRAB  ORCHARD  NATIONAL  WILDLIFE  REFUGE 

The  public  hunting  of  deer  on  the  Crab 
Orchard  National  Wildlife  Refuge  on  an 
area  designated  by  signs  as  open  to  hunt¬ 
ing  is  permitted  with  bow  and  arrow 
from  one-half  hour  before  simrise  to 
one-half  hour  before  sunset  daily  from 
October  1,  1971,  through  November  14. 
1971,  and  from  one-half  hour  before  sun¬ 
rise  until  one-half  hour  before  sunset 
November  22, 1971,  through  December  31, 
1971,  except  during  the  period  Decem¬ 
ber  6  through  December  12,  1971,  inclu¬ 
sive.  Shotgxm  or  single  shot  muzzle  load¬ 
ing  rifle  himting  of  deer  is  permitted 
from  6:30  a.m.  to  4  p.m.  from  Novem¬ 
ber  19,  1971,  through  November  21,  1971, 
and  from  December  10, 1971  through  De¬ 
cember  12,  1971.  This  open  area  com¬ 
prising  9,380  acres,  is  delineated  on  maps 
available  at  refuge  headquarters,  Carter- 
ville,  m.,  and  from  the  Regional  Director, 
Bureau  of  Sport  Fisheries  and  Wildlife, 
Federal  Building,  Fort  Snelling,  Twin 
Cities,  Minn.  55111.  Hunting  shall  be  in 
accordance  with  all  applicable  State  and 
Federal  regulations  governing  the  himt¬ 
ing  of  deer. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally  which  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32,  and 
are  effective  through  December  31,  1971. 

L.  A.  Mehrhoff,  Jr., 
Project  Manager.  Crab  Orchard 
National  Wildlife  Refuge, 
Carterville,  III. 

August  27, 1971. 

IPR  Doc.71-13048  Piled  9-3-71;8:49  am] 


PART  32— HUNTING 

Iroquois  National  Wildlife  Refuge, 
N.Y. 

The  following  special  regulation  is 
issued  and  is  effective  on  date  of  publi¬ 
cation  in  the  Federal  Register  (9-4-71). 

§  .32.32  .Special  regulations;  big  game; 
fur  individual  wildlife  refuge  areas. 

New  York 

IROQUOIS  NATIONAL  WILDLIFE  REFUGE 

Public  hunting  of  deer  on  the  Iroquois 
National  Wildlife  Refuge,  N.Y.,  is  per¬ 
mitted  during  the  regular  State  open 
seasons  in  1971,  except  on  areas  desig¬ 
nated  by  signs  as  closed.  This  open  area 
is  delineated  on  maps  available  at  refuge 
headquarters,  Basom,  N.Y„  and  from 
the  Regional  Director,  Bureau  of  Sport 
Fisheries  and  Wildlife,  U.S.  Post  Office 
and  Courthouse,  Boston,  Mass.  02109. 
Hunting  shall  be  in  accordance  with  all 
applicable  State  regulations  covering  the 
hunting  of  deer. 

The  provisions  of  this  special  regula¬ 
tion  supplement  the  regulations  which 
govern  hunting  on  wildlife  refuge  areas 
generally,  as  are  set  forth  in  Title  50, 
Code  of  Federal  Regulations,  Part  32, 
and  are  effective  through  December  31, 
1971. 

Richard  E.  Griffith, 
Regional  Director,  Bureau  of 
Sport  Fisheries  and  Wildlife. 

August  27,  1971. 

[PR  Doc.71-13051  Piled  9-3-71:8:50  am] 

TITLE  32A— NATIONAL 
DEFENSE,  APPENDIX 

Chapter  I— Office  of  Emergency 
Preparedness 

[OEP  Economic  Stabilization  Reg.  1;  Circular 
No.  9] 

SUPPLEMENTARY  GUIDANCE  FOR 
APPLICATION 

Economic  Stabilization  Circular 
No.  9 

This  circular  is  designed  for  general 
information  only.  The  statements  herein 
are  intended  solely  as  general  guides 
drawn  from  OEP  Economic  Stabilization 
Regulation  No.  1  and  from  specific  deter¬ 
minations  by  the  Cost  of  Living  Council 
and  do  not  constitute  legal  rulings  appli¬ 
cable  to  cases  which  do  not  conform  to 
the  situations  clearly  intended  to  be 
covered  by  such  guides. 

Note:  Provisions  of  this  and  subsequent 
circulars  are  subject  to  clariflcatlon,  revision, 
or  revocation. 

This  ninth  circular  covers  determina¬ 
tions  by  the  Council  through  Septem¬ 
ber  2,  1971. 

Appendix  I 

ECONOMIC  stabilization  CIRCULAR  NO.  9 

100.  Purpose,  (a)  On  August  15,  1971, 
President  Nixon  issued  Executive  Order 
No.  11615  providing  for  stabilization  of 


prices,  rents,  wages,  and  salaries  and  es¬ 
tablishing  the  Cost  of  Living  Council,  a 
Federal  Agency.  The  order  delegated  to 
the  Council  all  of  the  powers  conferred 
on  the  President  by  the  Economic  Sta¬ 
bilization  Act  of  1970,  as  amended.  The 
effecLvre  date  of  the  order  was  12:01  a.m.. 
August  16,  1971. 

(b)  By  its  order  No.  1  the  Council  dele¬ 
gated  to  the  Director  of  the  Office  of 
Emergency  Preparedness  authority  to 
administer  the  program  for  the  stabiliza¬ 
tion  of  prices,  rents,  wages,  and  salaries 
as  directed  by  Section  1  of  Executive 
Order  No.  11615. 

(c)  The  purpose  of  this  circular,  the 
ninth  in  a  series  to  be  issued,  is  to  furnish 
further  guidance  to  Federal  officials  and 
the  public  in  order  to  promote  maximum 
understanding  and  cooperation  In  the 
application  of  the  program. 

200.  Authority.  Relevant  legal  author¬ 
ity  for  the  program  includes  the  follow¬ 
ing: 

The  Constitution. 

Economic  Stabilization  Act  of  1970,  Public 

Law  91-379,  84  Stat.  799:  Public  Law  92- 

15.  85  Stat.  38. 

Executive  Order  No.  11615,  36  P.R.  15127, 

August  17.  1971. 

Cost  of  Living  Council  Order  No.  1,  36  P.R. 

16215,  August  20,  1971. 

OEP  Economic  Stabilization  Regulation  No. 

1,  as  amended,  36  P.R.  16515,  August  21, 

1971. 

300.  General  guidelines,  (a)  The  guid¬ 
ance  provided  in  this  circular  is  in  the 
nature  of  additions  to  or  clariflcations  of 
previous  determinations  of  the  Cost  of 
Living  Council  covered  in  previous  OEP 
Economic  Stabilization  Circulars. 

(b)  The  numbering  system  used  in  this 
circular  corresponds  to  that  used  in  pre¬ 
vious  OEP  Circulars. 

400.  Price  guidelines. 

401.  General  guidelines,  (a)  A  supplier 
has  long-term  contracts  with  his  custom¬ 
ers.  Before  the  freeze,  he  raised  his  price 
and  charged  the  new  price  to  customers 
who  were  renewing  their  contracts.  If  the 
supplier  had  substantial  transactions  on 
the  same  commodity  or  service  to  the 
same  class  of  purchaser  at  the  higher 
price  during  the  base  period,  he  may 
charge  the  higher  price  to  customers  who 
renew  their  contracts  during  the  freeze 
or  new  customers  of  the  same  class. 

(b)  There  are  two  different  rules 
which  are  applied  in  establishing  the 
ceiling  price  for  a  long-term  purchase 
contract  calling  for  delivery  during  the 
freeze  period: 

(1)  If  the  item  is  a  standardized  item 
such  as  a  commercial  aircraft,  the  ceil¬ 
ing  is  calculated  using  the  substantial 
volume  of  transactions  rule  based  on 
prices  which  were  realized  on  shipments 
during  the  base  period. 

(2)  If  the  product  is  a  unique  product 
or  service,  such  as  a  large  building  or 
very  large  scale  generator,  the  contractor 
may  use  the  ceiling  price  realized  during 
the  base  period  on  comparable  products 
or  services  in  the  same  locality  or  if  no 
such  comparable  product  can  be  found 
the  contractor  may  use  the  markup  re¬ 
ceived  during  the  base  period  on  the  most 
nearly  similar  product  or  service  applied 
to  the  unit  direct  cost  or  net  invoice 
cost. 
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(c)  The  freeze  does  not  apply  to  long¬ 
term  piirchase  contracts  that  call  for  de¬ 
livery  after  the  freeze. 

500.  Wage  and  salary  guidelines. 

502.  Specific  guidelines,  (a)  K  a  worker 
Is  hired  (xi  a  probationary  basis  and  the 
established  practice  of  the  company  is  to 
increase  his  wage  rate  at  the  end  of  the 
probationary  period,  he  may  receive  this 
wage  increase  during  the  freeze.  The 
probationary  period  is  similar  to  an  ap¬ 
prenticeship  or  learners’  program  and  the 
wage  increase  may  be  granted  if  the  pro¬ 
bationary  period  for  the  job  does  not  ex¬ 
ceed  3  months. 


(b)  An  employee  may  not  give  em¬ 
ployees  no-interest,  no-maturity  loans 
or  other  granta  in  lieu  of  pay  Increases. 
Loans  or  grants  may  only  be  made  ac¬ 
cording  to  an  established  system  for 
making  such  loans  or  grants.  A  new  sys¬ 
tem  may  not  be  developed  which  in  effect 
provides  a  pay  increase  ruled  out  by  the 
freeze. 

(c)  If  an  agreement  has  been  reached 
between  a  company  and  an  employee 
specifying  that  part  of  the  employee’s 
salary  will  be  held  by  the  company  until 
the  end  of  the  company’s  fiscal  year  as  a 
binder,  the  employee  may  receive  this 


held  pay  if  the  end  of  the  fiscal  year  falls 
during  the  freeze.  The  binder  does  not 
constitute  increased  compensation,  but 
is  a  return  of  previously  earned  salary. 

1001.  Effective  date.  This  circular,  im- 
less  modified,  superseded,  or  revoked,  is 
effective  on  the  date  of  publication  for 
a  period  terminating  at  midnight  of  No¬ 
vember  13,  1971. 

Dated:  September  3, 1971. 

G.  A.  Lincoln, 
Director. 

Office  of  Emergency  Preparedness. 

[FR  Doc.71-13227  Filed  9-3-71:2:32  pm] 


FEDERAL  REGISTER,  VOL  36,  NO.  1 73— SATURDAY,  SEPTEMBER  4,  1971 


17863 


Proposed  Rule  Making 


DEPARTMENT  OF  THE  TREASURY 

Internal  Revenue  Service 
[  26  CFR  Part  1  1 
INCOME  TAX 
Multiple  Corporations 

Notice  is  hereby  given  that  the  reg¬ 
ulations  set  forth  in  tentative  form  be¬ 
low  are  proposed  to  be  prescribed  by 
the  Com^ssioner  of  Internal  Revenue, 
with  the  approval  of  the  Secretary  of 
the  Treasury  or  his  delegate.  Prior  to  the 
final  adoption  of  such  regulations,  con¬ 
sideration  will  be  given  to  any  com¬ 
ments  or  suggestions  pertaining  thereto 
which  are  submitted  in  writing,  prefer¬ 
ably  in  quintuplicate,  to  the  Commis¬ 
sioner  of  Internal  Revenue,  Attention: 
CC:LR:T,  Washington,  D.C.  20224,  by 
October  4,  1971.  Any  written  comments 
or  suggestions  not  specifically  designat¬ 
ed  as  confidential  in  accordance  with  26 
CFR  601.601(b)  may  be  inspected  by  any 
person  upon  written  request.  Any  person 
submitting  written  comments  or  sugges¬ 
tions  who  desires  an  opportunity  to  com¬ 
ment  orally  at  a  public  hearing  on  these 
proposed  regulations  should  submit  his 
request,  in  writing,  to  the  Commissioner 
by  October  4,  1971.  In  such  case,  a  pub¬ 
lic  hearing  will  be  held,  and  notice  of  the 
time,  place,  and  date  will  be  published  in 
a  subsequent  issue  of  the  Federal  Regis¬ 
ter.  The  proposed  regulations  are  to  be 
issued  under  the  authority  contained  in 
sections  46(a)(5),  179(d)(6)(B),  1562 
(f),  1563(b)(4),  1563(f)(3)(B),  1564(a) 
(2),  and  7805  of  the  Internal  Revenue 
Code  of  1954  (83  Stat.  603;  26  U.S.C.  46 
(a)  (5) ;  83  Stat.  604;  26  U.S.C.  179(d)  (6) 
(B) ;  78  Stat.  119;  26  U.S.C.  1562(f) ;  78 
Stat.  121;  26  U.S.C.  1563(b)  (4) ;  78  Stat. 
124;  26  U.S.C.  1563(f)(3)(B);  83  Stat. 
601;  26  U.S.C.  1564(a)  (2) ;  and  68A  Stat. 
917;  26  U.S.C.  7805). 

[seal]  Harold  T.  Swartz, 

Acting  Commissioner 
of  Internal  Revenue. 

In  order  to  conform  the  Income  Tax 
Regulations  (26  CFR  Part  1)  to  the 
provisions  of  section  401  of  the  Tax 
Reform  Act  of  1969  (83  Stat.  599),  such 
regulations  are  amended  as  follows: 

Paragraph  1.  Section  1.11  is  amended 
by  revising  subsections  (b),  (c),  and  (d) 
of,  and  adding  new  subsections  (e)  and 
(f)  to,  section  11,  and  by  revising  the 
historical  note.  These  new  and  revised 
provisions  read  as  follows: 

§  1.11  Statutory  provision.x ;  tax  im- 
po«ed. 

Sec.  11.  Tax  imposed.  •  •  • 

(b)  Normal  tax.  The  normal  tax  Is  equal 
to  the  following  percentage  of  the  taxable 
Income: 


(1)  30  percent,  in  the  case  of  a  taxable 
year  beginning  before  January  1,  1964,  and 

(2)  22  percent.  In  the  case  of  a  taxable 
year  beginning  after  December  31,  1963. 

(c)  Surtax.  The  siu*tax  la  equal  to  the 
following  percentage  of  the  amount  by  which 
the  taxable  Income  exceeds  the  surtax 
exemption  for  the  taxable  year: 

(1)  22  percent.  In  the  case  of  a  taxable 
year  beginning  before  January  1,  1964, 

(2)  28  percent.  In  the  case  of  a  taxable 
year  beginning  after  December  31,  1963,  and 
before  January  1,  1965,  and 

(3)  26  percent.  In  the  case  of  a  taxable 
year  beginning  after  December  31,  1964. 

(d)  Surfoi  exemption.  For  purposes  of  this 
subtitle,  the  surtax  exemption  for  any  tax¬ 
able  year  Is  $25,000,  except  that,  with  respect 
to  a  corporation  to  which  section  1561  or 
1564  (relating  to  siu1:ax  exemptions  In  case 
of  certain  controlled  corporations)  applies 
for  the  taxable  year,  the  siurtax  exemption 
for  the  taxable  year  is  the  amount  deter¬ 
mined  under  such  ~.ectlon. 

(e)  Exceptions.  Subsection  (a)  shall  not 
apply  to  a  corporation  subject  to  a  tax  im¬ 
posed  by — 

(1)  Section  594  (relating  to  mutual  sav¬ 
ings  banks  conducting  life  Insurance 
business) , 

(2)  Subchapter  L  (sec.  801)  and  following, 
relating  to  Insurance  companies) ,  or 

(3)  Subchapter  M  (sec.  851  and  fcdlowing, 
relating  to  regulated  Investment  companies 
and  real  estate  investment  trusts) . 

(f)  Foreign  corporations.  In  the  case  of  a 
foreign  corporation,  the  tax  Imposed  by  sub¬ 
section  (a)  shall  apply  only  as  provided  by 
section  882. 

[Sec.  11  as  amended  by  sec.  2,  Tax  Rate  Ex¬ 
tension  Act  1955  (69  Stat.  114);  sec.  2,  Tax 
Rate  Extension  Act  1956  (70  Stat.  66) ;  sec.  2, 
Tax  Rate  Extension  Act  1957  (71  Stat.  9); 
sec.  2,  Tax  Rate  Extension  Act  1958  (72  Stat. 
259);  sec.  2,  Tax  Rate  Extension  Act  1959 
(73  Stat.  157) ;  sec.  201,  Public  Debt  and  Tax 
Rate  Extension  Act  19M  (74  Stat.  290) ;  sec. 
10(d),  Act  of  Sept.  14.  1960  (Public  Law 
86-779,  74  Stat.  1009);  sec.  2.  Tax  Rate  Ex¬ 
tension  Act  1961  (75  Stat.  193);  sec.  2,  Tax 
Rate  Extension  Act  1962  (76  Stat.  114);  sec. 
2,  Tax  Rate  Extension  Act  1963  (77  Stat.  72) ; 
sec.  121,  Rev.  Act  1964  (  78  Stat.  25);  sec.  104 
(b)(2).  Foreign  Investors  Tax  Act  1966  (80 
Stat.  1557);  sec.  401(b)(2)(B),  Tax  Reform 
Act  1969  (83  Stat.  602)  ] 

Par.  2.  Section  1.11-1  is  amended  by 
revising  paragraphs  (a),  (c),  and  (d)  to 
read  as  follows: 

§1.11—1  Tax  on  corporations. 

(a)  Every  corporation,  foreign  or  do¬ 
mestic,  is  liable  to  the  tax  imposed  under 
section  11  except  (1)  corporations  de¬ 
scribed  in  section  11(e) ;  (2)  corporations 
expressly  exempt  from  all  taxation  tra¬ 
der  subtitle  A  of  the  Code  (see  section 
501) ;  and  (3)  coiporations  subject  to  tax 
under  section  511(a).  For  definition  of 
the  terms  “corporation,”  "domestic,” 
and  “foreign,”  see  section  7701(a)  (3), 
(4),  and  (5),  respectively.  It  is  imma¬ 
terial  that  a  domestic  corporation  sub¬ 
ject  to  the  tax  imposed  by  section  11 
may  derive  no  income  from  sources 


within  the  United  States.  The  tax  im¬ 
posed  by  section  11  Is  payable  upon  the 
basis  of  returns  render^  by  the  corpora¬ 
tions  liable  thereto,  except  that  in  some 
cases  a  tax  is  to  be  paid  at  the  source  of 
the  income.  See  subchapter  A  (section 
6001  and  following),  chapter  61  of  the 
Code,  and  section  1442. 

•  •  *  •  • 

(c)  The  normal  tax  is  at  the  rate  of 
22  percent  and  is  applied  to  the  tax¬ 
able  income  for  the  taxable  year. 

(d)  The  surtax  is  at  the  rate  of  26 
percent  and  is  upon  the  taxable  income 
(computed  without  regard  to  the  de¬ 
duction,  if  any,  provided  in  section  242 
for  partially  tax-exempt  interest)  in 
excess  of  $25,000.  However,  in  certain 
circumstances  the  $25,000  exemption 
from  surtax  may  be  disallowed  in  whole 
or  in  part.  See  sections  269,  1551,  1561, 
and  1564  and  the  regulations  thereunder. 

*  •  *  *  • 

Par.  3.  Section  1.46  is  amended  by  re¬ 
vising  subsection  (a)  (5)  of  section  46 
and  the  historical  note  to  read  as 
follows: 

§  1.46  Statutory  provisions;  amount  of 
errdit. 

Sec.  46.  Amount  of  credit — (a)  Determi¬ 
nation  of  amount.  *  •  • 

(5)  Controlled  groups.  In  the  case  of  a 
controlled  groiip.  the  $25,000  amount  speci¬ 
fied  under  paragraph  (2)  shall  be  reduced 
for  each  component  member  of  such  group 
by  apportioning  $25,000  among  the  compo¬ 
nent  members  of  such  group  In  such  manner 
as  the  Secretary  or  his  delegate  shall  by 
regulations  prescribe.  For  purposes  of  the 
preceding  sentence,  the  term  “controlled 
group”  has  the  meaning  assigned  to  such 
term  by  section  1563(a). 

*  •  •  *  • 

[Sec.  46  as  added  by  sec.  2(b),  Rev.  Act 
1962  (76  Stat.  963);  as  amended  by  sec.  201 

(d)  (4) ,  Rev.  Act  1964  (78  Stat.  32) ;  sec.  3, 
Act  of  Nov.  8,  1966  (Public  Law  89-800,  80 
Stot.  1514);  sec.  2(a),  Act  of  Dec.  27,  1967 
(Public  Law  90-225,  81  Stat.  731);  sec.  401 

(e)  (1),  Tax  Reform  Act  1969  (83  Stat.  603)  ] 

Par.  4.  Section  1.46-1  is  amended  by 
revising  so  much  of  paragraph  (b)  as 
follows  subparagri^ih  (l)(ii)(b)  there¬ 
of  and  paragraph  (f)  to  read  as  follows: 

§  1.46—1  Determination  of  amount. 

*  •  •  •  • 

(b)  Limitation  based  on  amount  of 
tax — (1)  In  general.  •  •  • 

(U)  •  *  * 

However,  such  $25,000  amount  may  be 
reduced  in  the  case  of  certain  married 
Individuals  filing  separate  returns  (see 
paragraph  (e)  of  this  section) ;  corpora¬ 
tions  which  are  component  members  of 
a  controlled  group  (see  paragraph  (f )  of 
this  section) ;  trusts  and  estates  (see  par¬ 
agraph  (c)  of  S  1.48-6);  and  organiza- 
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ticxis  to  which  section  593  applies, 
regulated  investment  companies  or  real 
estate  investment  trusts  subject  to  tax¬ 
ation  imder  subchi^ter  M,  chapter  1  of 
the  Code,  and  cooperative  organizations 
described  in  section  1381(a)  (see  S  1.46- 
4).  The  excess  of  the  credit  earned  for 
the  taxable  year  over  the  limitation  de¬ 
scribed  in  this  paragraph  for  such  tax¬ 
able  year  is  an  unused  credit  which 
may  be  carried  back  or  forward  to  other 
taxable  years  in  accordance  with 
§  1.46-2. 

•  •  •  •  • 

(f)  Apportionment  of  $25,000  amount 
among  component  members  of  a  con¬ 
trolled  group — (1)  In  general.  In  deter¬ 
mining  the  limitation  based  on  amount 
of  tax  under  section  46(a)  (2)  in  the  case 
of  corporations  which  are  component 
members  of  a  controlled  group  of  corpo¬ 
rations  on  a  December  31,  only  one 
$25,000  amount  is  available  to  such  com¬ 
ponent  members  for  their  taxable  years 
that  include  such  December  31.  See  sub- 
paragraph  (2)  of  this  paragraph  for  ap¬ 
portionment  of  such  amount  among  such 
component  members.  See  subparagraph 

(3)  of  this  paragraph  for  definition  of 
“component  member”. 

(2)  Manner  of  apportionment.  (1)  In 
the  case  of  corporations  which  are  com¬ 
ponent  members  of  a  controlled  group 
on  a  particular  December  31,  the  $25,000 
amoimt  may  be  apportioned  among  such 
members  for  their  taxable  years  that  in¬ 
clude  such  December  31  in  any  manner 
the  component  members  may  select, 
provided  that  each  such  member  less 
than  100  percent  of  whose  stock  is  owned, 
in  the  aggregate,  by  the  other  compo¬ 
nent  members  of  the  group  on  such  De¬ 
cember  31  consents  to  an  apportionment 
plan.  The  consent  of  a  component  mem¬ 
ber  to  an  apportionment  plan  with  re¬ 
spect  to  a  particular  December  31  shall 
be  made  by  means  of  a  statement  signed 
by  a  person  duly  authorized  to  act  on 
behalf  of  the  consenting  member,  stat¬ 
ing  that  such  member  consents  to  the 
apportionment  plan  with  respect  to  such 
December  31.  The  statement  shall  set 
forth  the  name,  address,  employer  identi¬ 
fication  number,  and  taxable  year  of 
each  component  member  of  the  group  on 
such  December  31,  the  amount  appor¬ 
tioned  to  each  such  member  imder  the 
plan,  and  the  location  of  the  Service 
Center  where  the  statement  is  to  be  filed. 
The  consent  of  more  than  one  component 
member  may  be  incorporated  in  a  single 
statement.  The  statement  shall  be  timely 
filed  with  the  Service  Center  where  the 
component  member  having  the  taxable 
year  first  ending  on  or  after  such  Decem¬ 
ber  31  flies  its  retiuTi  for  such  taxable 
year  and  shall  be  irrevocable  after  such 
filing.  If  two  or  more  component  mem¬ 
bers  have  the  same  such  taxable  year,  a 
statement  of  consent  may  be  filed  by  any 
one  of  such  members.  Such  statement 
shall  be  considered  as  timely  filed  if  filed 
on  or  before  the  due  date  (including  any 
extensions  of  time)  of  such  member’s 
income  tax  return  which  includes  such 
December  31.  However,  if  the  due  date 
(including  any  extension  of  time)  of  the 
return  of  such  member  is  before  Septem¬ 


ber  15, 1971,  the  required  statement  shall 
be  considered  as  timely  filed  if  filed  on 
or  before  September  15, 1971.  Each  com¬ 
ponent  member  of  the  group  on  such 
December  31  shall  keep  as  a  part  of  its 
records  a  copy  of  the  statement  contain¬ 
ing  all  the  required  consents. 

(ii)  An  apportionment  plan  adopted 
by  a  controlled  group  with  respect  to  a 
particular  December  31  shall  be  valid 
only  for  the  taxable  year  of  each  mem¬ 
ber  of  the  group  which  includes  such 
December  31.  Thus,  a  controlled  group 
must  file  a  separate  consent  to  an  ap¬ 
portionment  plan  with  respect  to  each 
taxable  year  which  includes  a  December 
31  as  to  which  an  apportionment  plan 
is  desired. 

(iii)  If  the  apportionment  plan  is  not 
timely  filed,  the  $25,000  amoimt  specified 
in  section  46(a)(2)  shall  be  reduced  for 
each  component  member  of  the  con¬ 
trolled  group,  for  its  taxable  year  which 
includes  a  December  31,  to  an  amount 
equal  to  $25,000  divided  by  the  number 
of  component  members  of  such  group  on 
such  December  31. 

(iv)  If  a  component  member  of  the 
controlled  group  makes  its  income  tax 
return  on  the  b^is  of  a  52-53-week  tax¬ 
able  year,  the  principles  of  section  441(f) 
(2)(A)(ii)  and  paragraph  (b)(1)  of 
§  1.441-2  apply  in  determining  the  last 
day  of  such  taxable  year. 

(3)  Definitions  of  controlled  group  of 
corporations  and  component  member  of 
controlled  group.  For  the  purpose  of  this 
paragraph,  the  terms  “controlled  group  of 
corporations”  and  “component  member” 
of  a  controlled  group  of  corporations 
shall  have  the  same  meaning  assigned  to 
those  terms  in  section  1563  (a)  and  (b). 
For  purposes  of  applying  §  1.1563-1  (b) 
(2)(ii)(c),  an  electing  small  business 
corporation  shall  be  treated  as  an  ex¬ 
cluded  member  whether  or  not  it  is  sub¬ 
ject  to  the  tax  imposed  by  section  1378. 

(4)  Members  of  a  controlled  group 
filing  a  consolidated  return.  If  some  com¬ 
ponent  members  of  a  controlled  group 
join  in  filing  a  consolidated  return  pursu¬ 
ant  to  S  1.1502-3(a)  (3),  and  other  C(xn- 
ponent  members  do  not  join,  thoi,  unless 
a  consent  is  timely  filed  apportioning 
the  $25,000  amount  among  the  group 
filing  the  consolidated  return  and  the 
other  component  members  of  the  con¬ 
trolled  group,  each  component  member 
of  the  controlled  group  (including  each 
component  member  which  joins  in  filing 
the  consolidated  return)  shall  be  treated 
as  a  separate  corporation  for  mirposes  of 
equally  apportioning  the  $25,000  amount 
under  subparagraph  (2)  (iii)  of  this 
paragraph.  In  such  case,  the  limitation 
based  on  the  amount  of  tax  for  the  group 
filing  the  consoUdated  return  shall  be 
computed  by  substituting  for  the  $25,000 
amount  the  total  of  the  amount  appor¬ 
tioned  to  each  component  member  which 
joins  in  filing  the  consolidated  return.  If 
the  affiliated  group  filing  the  consolidated 
return  and  the  other  component  mem¬ 
bers  of  the  controlled  group  adopt  an 
apportionment  plan,  the  affiliated  group 
shall  be  treated  as  a  single  member  for 
the  purpose  of  applying  subparagraph 
(2)  (i)  of  this  paragraph.  Thus,  for  ex¬ 


ample,  only  one  consent  executed  by  the 
common  parent  to  the  iq}portionment 
plan  is  required  for  the  group  filing  the 
consolidated  return.  If  any  component 
member  of  the  controlled  group  which 
joins  in  the  filing  of  the  consolidated  re¬ 
turn  is  an  organization  to  which  sec¬ 
tion  593  applies  or  a  cooperative  orga¬ 
nization  described  in  section  1381(a) ,  see 
paragraph  (a)  (3)  (ii)  of  §  1.1502-3. 

(5)  Examples.  The  provisions  of  this 
paragraph  may  be  illustrated  by  the  fol¬ 
lowing  examples: 

Example  (1).  At  all  times  during  1970 
Smith,  an  individual,  owns  all  the  stock  of 
corporations  X,  T,‘and  Z.  Corporation  X  Ales 
an  Income  tax  return  on  a  calendcu*  year 
basis.  Corporation  Y  files  an  income  tax  re* 
turn  on  the  bc»ls  of  a  fiscal  year  ending 
June  30.  Corporation  Z  files  an  income  tax 
return  on  the  basis  of  a  fiscal  year  ending 
September  30.  On  December  31,  1970,  X,  Y, 
and  Z  are  component  members  of  the  same 
controlled  group.  X,  Y,  and  Z  all  consent  to 
an  apportionment  plan  in  which  the  $25,000 
amoimt  is  apportioned  entirely  to  Y  for  its 
taxable  year  ending  June  30,  1971  (Y’s  tax¬ 
able  year  which  includes  December  31,  1970) . 
Such  consent  is  timely  filed.  For  purposes  of 
computing  the  credit  under  section  38,  Y’s 
limitation  based  on  amount  of  tax  for  its 
taxable  year  ending  June  30, 1971,  Is  so  much 
of  Y’s  liability  for  tax  as  does  not  exceed 
$25,000,  plus  50  percent  of  Y’s  liability  for 
tax  in  excess  of  $25,000.  X’s  and  Z’s  limita¬ 
tions  for  their  taxable  years  ending  Decem¬ 
ber  31,  1970,  and  September  30,  1971,  respec¬ 
tively,  are  equal  to  50  percent  of  X’s  liability 
for  tax  and  60  percent  of  Z’s  liability  for  tax. 
On  the  other  hand,  if  an  appmtionment  plan 
is  not  timely  filed,  X’s  limitation  would  be  so 
much  of  X’s  liability  for  tax  as  does  not 
exceed  $8,333.33,  plus  60  percent  of  X’s  liabil¬ 
ity  in  excess  of  $8,333.33,  and  Y’s  and  Z’s 
limitations  would  be  computed  similarly. 

Example  (2).  At  all  times  during  1970, 
Jones,  an  Individual,  owns  all  the  outstand¬ 
ing  stock  of  corporations  P,  Q,  and  R.  Cor¬ 
porations  Q  and  R  both  file  returns  tor 
taxable  years  ending  December  31,  1970.  P 
files  a  consolidated  return  as  a  common  par¬ 
ent  for  its  fiscal  year  ending  Jime  30,  1971, 
with  its  two  wholly  owned  subsidlcuies  N  and 
O.  On  December  31,  1970,  N,  O,  P,  Q,  and  R 
are  component  membm  of  the  same  con¬ 
trolled  gproup.  No  consent  to  an  apportion¬ 
ment  plan  Is  filed.  Therefore,  each  member 
Is  apportioned  $6,000  of  the  $25,000  amount 
($25,000  divided  equally  among  the  five  mem¬ 
bers).  The  limitation  based  on  the  amount 
of  tax  for  the  group  filing  the  consolidated 
return  (P,  N,  and  O)  for  the  year  ending 
June  30,  1971  (the  consolidated  taxable  year 
within  which  December  31,  1970,  falls)  is 
computed  by  using  $16,000  Instead  of  the 
$25,000  amount.  The  $16,000  Is  arrived  at  by 
adding  together  the  $5,000  amounts  appor¬ 
tioned  to  P,  N,  and  O. 

Par.  5.  Section  1.48  Is  amended  by  re¬ 
vising  subsections  (c)  (2)  (C),  (3)  (C), 
and  (d)  (2)  of  section  48  and  the  histori¬ 
cal  note  to  read  as  follows: 

§  1.48  Statutory  provisions;  definitions; 
special  rules. 

Sec.  48.  Definitions:  special  rules.  •  »  • 

(c)  Used  section  38  property.  *  *  * 

(2)  Dollar  limitation.  •  •  • 

(C)  Controlled  groups.  In  the  case  of  a 
controlled  group,  the  $60,000  amount  speci¬ 
fied  under  subparagraph  (A)  shall  be  re¬ 
duced  for  each  component  member  of  the 
group  by  apportioning  $50,000  among  the 
component  members  of  such  group  in  ac¬ 
cordance  with  their  respective  amounts  of 
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used  section  38  property  which  may  be  taken 
Into  account. 

«  *  *  •  • 

(3)  Definitions.  •  •  * 

(C)  Controlled  group.  The  term  “controlled 
group”  has  the  meaning  assigned  to  such 
term  by  section  1563(a),  except  that  the 
phrase  “more  than  50  percent”  shall  be  sub¬ 
stituted  for  the  phrase  “at  least  80  percent” 
each  place  it  appears  In  section  1563(a)  (1). 
(d)  Certain  leased  property.  *  •  • 

(2)  If  such  property  Is  leased  by  a  corpo¬ 
ration  which  Is  a  component  member  of  a 
controlled  group  (within  the  meaning  of  sec¬ 
tion  46(a)  (5) )  to  another  corporation  which 
is  a  component  member  of  the  same  con¬ 
trolled  group,  the  basis  of  such  property  to 
the  lessor. 

•  *  •  •  • 

fSec.  48  as  added  by  sec.  2(b),  Rev.  Act 
1962  (76  Stat.  963);  as  amended  by  sec. 
203(a)  (1)  and  (3)  (A),  (b),  and  (c).  Rev. 
Act  1964  (78  Stat.  33,  34);  sec.  201(a),  Act 
of  Nov.  13,  1966  (Public  Law  89-809,  80  Stat. 
1575;  sec.  3.  Act  of  June  13,  1967  (Public 
Law  90-26,  81  Stat.  58);  sec.  401(e)  (2),  (3), 
and  (4) ,  Tax  Reform  Act  1969  (83  Stat.  603)  J 

Par.  6.  Section  1.48-3  is  amended  by 
revising  paragraphs  (a)(1)  and  (2)(iii) 
and  (e) ,  and  by  redesignating  paragraph 
(e)  as  paragraph  (d) .  These  revised  pro¬ 
visions  read  as  follows: 

§  1.48—3  U.Hcd  soclion  38  properly. 

(a)  In  general.  (1)  Section  48(c)  pi’o- 
vides  that  “used  section  38  property” 
means  section  38  property  acquired  by 
purchase  after  December  31,  1961,  which 
is  not  “new  section  38  property.”  See 
§§  1.48-1  and  1.48-2,  respectively,  for  def¬ 
initions  of  section  38  property  and  new 
section  38  property.  In  determining 
whether  property  is  acquired  by  pur¬ 
chase,  the  provisions  of  paragraph  (c) 

(1)  of  5  1.179-3  shall  apply,  except  that 

(i)  “1961”  shall  be  substituted  for  “1957”, 
and  (ii)  the  definition  of  “component 
member”  of  a  controlled  group  of  corpo¬ 
rations  in  paragraph  (d)  (4)  of  this  sec¬ 
tion  shall  be  substituted  for  the  defini¬ 
tion  of  such  term  in  paragraph  (e)  of 
§  1.179-3. 

(2)  •  *  * 

(iii)  In  determining  whether  a  person 
bears  a  relationship  described  in  section 
179(d)(2)  (A)  or  (B)  to  a  person  who 
used  property  before  its  acquisition  by 
the  taxpayer,  the  provisions  of  para¬ 
graph  (c)(1)  (!)  and  (ii)  of  §1,179-3 
shall  apply,  except  that  the  definition 
of  “component  member”  of  a  controlled 
group  of  corporations  in  paragraph  (d) 
(4)  of  this  section  shall  be  substituted 
for  the  definition  of  such  term  in  para¬ 
graph  (e)  of  §  1.179-3. 

•  *  •  «  • 

(d)  Dollar  limitation  for  component 
members  of  a  controlled  group — (1)  In 
general,  (i)  Section  48(c)(2)(C)  pro¬ 
vides  that  the  $50,000  limitation  on  the 
cost  of  used  section  38  property  which 
may  be  taken  into  account  for  any  tax¬ 
able  year  shall,  in  the  case  of  component 
members  of  a  controlled  group  (as  de¬ 
fined  in  subparagraph  (4)  of  this  para¬ 
graph)  on  a  particular  December  31,  be 
reduced  for  each  such  member  by  ap¬ 
portioning  the  $50,000  amount  among 
such  component  members  for  their  tax¬ 
able  years  that  include  such  December  31 


in  accordance  with  their  respective 
amounts  of  used  section  38  property 
which  may  be  taken  into  accoimt,  that  is, 
in  accordance  with  the  total  cost  of  used 
section  38  property  placed  in  service  by 
each  such  member  during  its  taxable  year 
(without  regard  to  the  $50,000  limitation 
or  the  applicable  percentages  to  be  ap¬ 
plied  in  computing  qualified  investment) . 

(ii)  Except  as  otherwise  provided  in 
this  paragraph,  the  $50,000  amount  shall 
be  apportioned  among  those  corporations 
which  are  component  members  of  the 
controlled  group  on  a  December  31.  For 
the  taxable  year  of  each  such  member 
which  includes  such  December  31,  the 
cost  of  used  section  38  property  taken 
into  account  in  computing  qualified  in¬ 
vestment  under  section  46(c)(1)(B) 
shall  not  exceed  the  amount  which  bears 
the  same  ratio  to  $50,000  as  the  cost  of 
used  section  38  property  placed  in  service 
by  such  member  for  such  taxable  year 
bears  to  the  total  cost  of  used  section  38 
property  placed  in  service  by  all  com¬ 
ponent  members  of  the  controlled  group 
for  their  taxable  years  which  include 
such  December  31. 

(iii)  If  a  component  member  of  the 
group  makes  its  income  tax  return  on  the 
basis  of  a  52-53-week  taxable  year,  the 
principles  of  section  441(f)  (2)  (A)  (ii) 
and  paragraph  (b)  (J )  of  §  1.441-2  apply 
in  determining  the  last  day  of  such  a 
taxable  year. 

(2)  Statement  by  the  “filing  mem¬ 
ber”.  For  purposes  of  this  paragraph,  the 
term  “filing  member”  with  respect  to  a 
particular  December  31  means  the  mem¬ 
ber  (or  members)  of  a  controlled  group 
which  has,  among  those  members  of  the 
group  which  are  apportioned  part  of  the 
$50,000  amount  for  their  taxable  years 
which  include  such  December  31,  the 
taxable  year  including  such  December  31 
which  ends  on  the  earliest  date.  The 
filing  member  of  the  group  shall  attach 
to  its  income  tax  return  a  statement 
containing  the  name,  address,  and  em¬ 
ployer  identification  number  of  each 
component  member  of  the  controlled 
group  on  such  December  31  and  a  sched¬ 
ule  showing  the  computation  of  the 
apportionment  of  the  $50,000  amount 
among  the  component  members  of  the 
group.  Each  such  other  member  shall  re¬ 
tain  as  part  of  its  records  a  copy  of  the 
statement  containing  the  apportionment 
schedule.  Except  as  otherwise  provided 
in  subparagraph  (3)  (ii)  of  this  para¬ 
graph,  each  member  which  is  appor¬ 
tioned  part  of  the  $50,000  amount  shall 
take  such  apportioned  amount  into  ac¬ 
count  in  filing  its  return  for  its  taxable 
year  which  includes  such  December  31. 

(3)  Estimate  of  used  section  38  prop¬ 
erty  to  be  placed  in  service,  (i)  For  pur¬ 
poses  of  subparagraphs  (1)  and  (2)  of 
this  paragraph,  if  on  the  date  (includ¬ 
ing  extensions  of  time)  for  filing  the  in¬ 
come  tax  return  of  the  filing  member 
of  the  group  with  respect  to  a  particular 
December  31,  the  total  cost  of  used  sec¬ 
tion  38  property  actually  placed  in  serv¬ 
ice  by  any  component  member  of  the 
group  during  such  member’s  taxable 
year  that  includes  such  December  31  is 
not  known,  then  such  member  shall  esti¬ 


mate  such  cost.  The  estimate  shall  be 
made  on  the  basis  of  the  facts  and  cir¬ 
cumstances  known  as  of  the  time  of  the 
estimate.  Any  such  estimate  shall  also  be 
used  in  determining  the  total  cost  of  used 
section  38  property  placed  in  service  by 
all  component  members  for  their  taxable 
years  including  such  December  31. 

(ii)  If  an  estimate  is  used  by  any  com¬ 
ponent  member  of  a  controlled  group 
pursuant  to  subdivision  (i)  of  this  sub- 
paragraph,  each  member  may  later  file 
an  original  or  amended  return  in  which 
the  apportionment  of  the  $50,000 
amount  is  based  upon  the  cost  of  used 
section  38  property  actually  placed  in 
service  by  all  component  members  of  the 
group  during  their  taxable  year  which 
include  such  December  31.  Such  amended 
apportionment  shall  be  made  only  if 
each  component  member  of  the  group 
whose  limitation  would  be  changed  files 
an  original  or  amended  return  which 
reflects  the  amended  apportionment 
based  upon  the  cost  of  the  used  section 
38  property  actually  placed  in  service  by 
component  members  of  the  group.  In 
such  case,  the  new  statement  reflecting 
the  amended  apportionment  shall  be  at¬ 
tached  to  the  amended  return  of  the  fll- 
ing.member  of  the  group,  and  a  copy  of 
such  statement  shall  be  retained  by  each 
such  member  pursuant  to  the  require¬ 
ments  of  subparagraph  (2)  of  this  para¬ 
graph. 

(4)  Definitions  of  controlled  group  of 
corporations  and  component  member  of 
controlled  group.  For  purposes  of  this 
section,  the  terms  “controlled  group  of 
corporations”  and  “component  member” 
of  a  controlled  group  of  corporations 
shall  have  the  same  meaning  assigned 
to  those  terms  in  section  1563  (a)  and 
(b),  except  that  the  phrase  “more  than 
50  percent”  shall  be  substituted  for  the 
phrase  “at  least  80  percent”  each  place 
it  appears  in  section  1563(a)(1).  For 
purposes  of  applying  §  1.1563-1  (b)  (2) 
(ii)(c),  an  electing  small  business  cor¬ 
poration  shall  be  treated  as  an  excluded 
member  whether  or  not  it  is  subject  to 
the  tax  imposed  by  section  1378. 

(5)  Members  of  controlled  group  filing 
a  consolidated  return.  For  the  purpKise  of 
aiHX>rtioning  the  $50,000  amount  in  the 
case  of  component  members  of  a  con¬ 
trolled  group  which  join  in  filing  a  con¬ 
solidated  return,  all  such  members  shall 
be  treated  as  though  they  were  a  single 
component  member  of  the  controlled 
group.  Thus,  in  determining  the  limita¬ 
tion  on  the  cost  of  used  section  38  prop¬ 
erty  which  may  be  taken  into  account  by 
the  group  filing  the  consolidated  return, 
the  apportionment  provided  in  subpara¬ 
graph  (1)  (ii)  of  this  paragraph  shall  be 
made  by  using  the  aggregate  cost  of  such 
property  placed  in  service  by  all  mem¬ 
bers  of  the  group  filing  the  consolidated 
return.  If  all  component  members  of  the 
controlled  group  join  in  filing  a  consoli¬ 
dated  return,  the  group  may  select  the 
items  to  be  taken  into  account  to  the 
extent  of  an  aggregate  cost  of  $50,000;  if 
some  component  members  of  the  con¬ 
trolled  group  do  not  join  in  filing  the 
consolidated  return,  then  the  members 
of  the  group  which  join  in  filing  the  con¬ 
solidated  return  may  select  the  items  to 
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be  taken  into  account  to  the  extent  of 
the  amount  apportioned  to  such  mem¬ 
bers  under  subparagraph  (IXii)  of  this 
paragraph. 

(6)  Examples.  This  paragraph  may  be 
illustrated  by  the  following  examples: 

Example  (1).  (1)  On  December  31,  1970, 
corporations  M,  N,  and  O  are  component 
members  of  the  same  controlled  group.  The 
taxable  years  of  M,  N,  and  O  end,  respec¬ 
tively,  on  January  31,  March  31,  and  April 
30.  During  the  respective  taxable  years  of 
each  corporation  which  include  December  31, 
1970,  M  places  in  service  no  used  section  38 
property,  and  N  and  O  place  in  service  used 
section  38  property  with  respective  costs  of 
$100,000  and  $150,000.  N  is  the  “filing  mem¬ 
ber”  of  the  group  since  N,  among  the  mem¬ 
bers  (N  and  O)  which  are  apportioned  part 
of  the  $50,000  amount  for  their  taxable  years 
which  include  such  December  31,  has  the 
taxable  year  ending  on  the  earliest  date. 

(li)  The  cost  of  used  section  38  property 
taken  into  account  by  N  for  its  taxable  year 
ending  March  31,  1971,  may  not  exceed 
$20,000,  that  is,  an  amount  which  bears  the 
same  ratio  to  $50,000  as  the  cost  of  used  sec¬ 
tion  38  property  placed  in  service  by  N  for 
its  taxable  year  ($100,000)  bears  to  the  total 
cost  of  used  section  38  property  placed  in 
service  by  all  component  members  of  the 
controlled  group  (M,  N,  and  O)  for  their  tax¬ 
able  years  which  Include  December  31,  1970 
($250,000).  Similarly,  the  cost  of  used  sec¬ 
tion  38  property  taken  into  account  by  O 
for  its  taxable  year  ending  April  30, 1971,  may 
not  exceed  $30,000. 

Example  (2).  (i)  On  December  31,  1971, 
corporations  S  and  T  are  component  mem¬ 
bers  of  the  same  controlled  group.  The  tax¬ 
able  years  of  corporations  S  and  T  end,  re¬ 
spectively,  on  January  31  and  June  30.  On 
April  15,  1972,  S  files  an  income  tax  return 
for  its  taxable  year  ending  January  31,  1972, 
during  which  year  it  places  in  service  used 
section  38  property  costing  $100,000.  T  esti¬ 
mates  that  it  will  place  in  service  used  sec¬ 
tion  38  prc^erty  costing  $150,000  during  its 
taxable  year  ending  June  30,  1972. 

(ii)  S,  the  “filing  member”  of  the  group, 
must  file  an  apportionment  schedule  under 
which  it  may  take  into  account  as  the  cost 
of  used  section  38  property  an  amount  not 
in  excess  of  $20,000  ($100,000/$250,000X 
$50,000).  If  T  actually  places  in  service  dur¬ 
ing  its  taxable  year  used  section  38  property 
costing  more  or  less  than  $150,000,  its  Income 
tax  return  for  its  taxable  year  ending  June  30, 
1972,  may  refiect  the  amended  apportionment 
of  the  $50,000  limitation  based  upon  the  cost 
of  used  section  38  property  actually  placed 
la  service  by  the  group,  provided  that  S 
attaches  a  new  apportionment  schedule  to 
an  amended  return  to  refiect  the  amended 
apportionment.  For  example,  if  T  places  in 
service  used  section  38  property  costing  $200,- 
000,  the  cost  of  used  section  38  property 
taken  into  account  by  S  and  T  for  their  re- 
^>ective  taxable  years  could  not  exceed 
$16,067  ($100,000/$300,000X  $50,000)  and 

$33333  ($200,000/$300,000X $50,000),  respec¬ 
tively,  under  an  amended  apportionment. 

Par.  7.  Section  1.48-4  is  amended  by 
revising  paragraphs  (c)(3)(ii)  and  (e) 
to  read  as  follows: 

§  1.48—4  Election  of  lessor  of  new  sec¬ 
tion  38  property  to  treat  lessee  as 
purchaser. 

*  •  •  •  • 

(c)  Basis  of  leased  property.  •  •  • 
(3)  Property  transferred  after  Febru¬ 
ary  25.  1964.  •  *  • 

(ii)  If  the  property  is  leased  by  a 
component  member  of  a  controlled  group 


to  another  component  member  of  the 
same  controlled  group  (within  the  mean¬ 
ing  of  paragraph  (f)(4)  of  §  1.46-1)  on 
the  date  possession  of  the  property  is 
transferred  to  the  lessee,  the  bsisis  of 
the  property  in  the  hands  of  the  lessee 
shall  be  the  basis  of  the  property  in  the 
hands  of  the  lessor. 

•  *  «  •  • 

(e)  Lessor  itself  a  lessee.  If  the  lessor 
of  property  is  itself  a  lessee  who  is 
treated,  under  this  section,  as  having 
purchased  such  property,  and  such  sub¬ 
lessor  makes  a  valid  election  imder  this 
section  to  treat  the  sublessee  as  a  pur¬ 
chaser,  then  the  basis  and  estimated  use¬ 
ful  life  of  such  property  in  the  hands 
of  the  sublessee  shall  be  determined 
under  paragraphs  (c)  and  (d)  of  this 
section  as  if  the  original  lessor  had  leased 
the  property  directly  to  the  sublessee  on 
the  date  possession  of  the  property  was 
transferr^  to  the  sublessee.  Thus,  for 
example,  if  on  March  1,  1971,  corpora¬ 
tion  X  leases  proi>erty  to  corporation  Y, 
which  in  tiirn  subleases  the  property  to 
individual  A  (who  is  the  first  person  to 
use  the  property  for  its  intended  func¬ 
tion)  ,  and  if  both  X  and  Y  make  valid 
elections  under  this  section,  the  basis  of 
the  property  to  A  is  equal  to  its  fair 
market  value  on  the  date  on  which  pos¬ 
session  is  transferred  frwn  Y  to  A  (re¬ 
gardless  of  whether  X  and  Y  are  com¬ 
ponent  members  of  the  same  controlled 
group),  and  its  estimated  useful  life  to 
A  is  the  estimated  useful  life  in  the 
hands  of  X. 

•  *  *  •  • 

Par.  8.  Section  1.179  is  amended  by 
revising  paragraphs  (2)(B),  (6),  and 
(7)  of  section  179(d)  and  the  historical 
note  to  read  as  follows: 

§  1.179  Statutory  proviftions;  additional 
first-year  depreciation  allowance. 

Sec.  179.  Additional  flrat-year  deprecia¬ 
tion  allowance  for  small  business.  •  •  • 

(d)  Definition  and  special  rules.  •  •  • 

(2)  Purchase  defined.  •  •  • 

(B)  The  property  Is  not  acquired  by  one 
component  member  of  a  controlled  group 
from  another  component  member  of  the 
same  controlled  group,  and 

•  *  *  *  • 

(6)  Dollar  limitation  of  controlled  group. 
For  purposes  of  subsection  (b)  of  this  sec¬ 
tion — 

(A)  All  component  members  of  a  con¬ 
trolled  group  shell  be  treated  as  one  tax¬ 
payer,  and 

(B)  The  Secretary  or  his  delegate  shall 
apportion  the  dollar  limitation  contained  in 
such  subsection  (b)  among  the  component 
members  of  such  controlled  group  in  such 
manner  as  he  shall  by  regulations  prescribe. 

(7)  Controlled  group  defined.  For  pur¬ 
poses  of  paragraphs  (2)  and  (6),  the  term 
“controUed  group”  has  the  meaning  assigned 
to  it  by  section  1563(a);  except  that,  for 
such  purposes,  the  phrase  “more  than  50 
percent”  shall  be  substituted  for  the  phrase 
“at  least  80  percent”  each  place  it  appears  in 
section  1563(a)  (1). 

*  •  •  •  • 

(Sec.  179  as  added  by  sec.  204,  l^nall  Busi¬ 
ness  Tax  Revision  Act  1958  (72  Stat.  1679); 
as  amended  by  sec.  13(c).  Rev.  Act  1962  (76 
Stat.  1034);  sec.  401(f),  Tax  Reform  Act 
1969  (83  Stat.  603) ) 


Par.  9.  Section  1.179-2  is  amended  by 
revising  paragraph  (c)  to  read  as  fol¬ 
lows: 

§  1.179—2  Dollar  limitation. 

«  •  •  •  * 

(c)  Component  members  of  a  con¬ 
trolled  group.  Component  members  of  a 
controlled  group  (as  defined  in  para¬ 
graph  (e)  of  §  1.179-3)  on  a  December  31 
shall  be  treated  as  one  taxpayer  in  ap¬ 
plying  the  $10,000  limitation  of  this  sec¬ 
tion.  The  allowance  may  be  taken  by 
any  one  such  member  or  allocated  (for 
the  taxable  year  of  each  such  member 
which  includes  such  December  31) 
among  the  several  members  in  any  man¬ 
ner,  pursuant  to  allocation  by  the  com¬ 
mon  parent  corporation  if  a  consolidated 
return  is  filed  for  all  component  mem¬ 
bers  of  the  group,  or  in  accordance  with 
an  agreement  entered  into  by  the  mem¬ 
bers  of  the  group  if  separate  returns  are 
filed.  If  a  consolidated  return  is  filed  by 
some  component  members  of  the  group 
and  separate  returns  are  filed  by  other 
component  members,  then  the  common 
parent  of  the  group  filing  the  consoli¬ 
dated  return  shall  enter  into  an  agree¬ 
ment  with  those  members  who  do  not 
join  in  filing  the  consolidated  return  al¬ 
locating  the  amoimt  between  the  group 
filing  the  consolidated  return  and  the 
other  component  members  of  the  con¬ 
trolled  group  who  do  not  join  in  filing  the 
consolidated  return.  The  amount  of  the 
allowance  allocated  to  any  member, 
however,  shall  not  exceed  20  percent  of 
the  cost  of  the  section  179  property  actu¬ 
ally  purchased  by  the  member  in  the 
taxable  year.  If  a  consolidated  return  is 
filed,  the  common  parent  corporation 
shall  file  a  separate  statement  attached 
to  the  income  tax  return  in  which  an 
election  is  made  to  claim  an  additional 
first-year  depreciation.  See  S  1.179-4,  If 
separate  returns  are  filed  by  some  or  all 
component  members  of  the  group,  each 
component  member  to  which  is  allocated 
any  part  of  the  deduction  under  section 
179  shall  file  a  separate  statement  at¬ 
tached  to  the  income  tax  return  in  which 
an  election  is  made  to  claim  an  addi¬ 
tional  first-year  depreciation  allowance. 
See  §  1.179-4.  Such  statement  shall  in¬ 
clude  the  name,  address,  employer  iden¬ 
tification  number,  and  the  taxable  year 
of  each  component  member  of  the  con¬ 
trolled  group,  a  copy  of  the  allocation 
agreement  signed  by  persons  duly  au¬ 
thorized  to  act  on  behalf  of  those  mem¬ 
bers  who  file  separate  returns,  and  a 
description  of  the  manner  in  which  the 
deduction  under  section  179  has  been 
divided  among  them.  If  a  consolidated 
return  is  filed  for  all  component  mem¬ 
bers  of  the  group,  an  allocation  among 
such  members  of  the  allowance  imder 
section  179  shall  not  be  revoked  after  the 
due  date  of  the  return  (including  exten¬ 
sions  of  time)  of  the  common  parent 
corporation  for  the  taxable  year  for 
which  an  election  to  take  an  allowance 
is  made.  If  some  or  all  of  the  component 
members  of  the  controlled  group  file 
separate  returns  for  taxable  years  in¬ 
cluding  a  particular  December  31  for 
which  an  election  to  take  the  allowance 
is  made,  the  allocation  as  to  all  members 
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of  the  group  shall  not  be  revoked  after 
the  due  date  of  the  return  (including 
exteixsions  of  time)  of  the  component 
member  of  the  controlled  group  whose 
taxable  year  which  includes  such 
December  31  ends  on  the  latest  date. 

*  *  *  *  *  * 

Par.  10.  Section  1.179-3  is  amended  by 
revising  paragraphs  (c)(l)(ii)  and  (e) 
to  read  as  follows: 

§  1.170—3  Deniiilioii>>  and  special  rules. 

«  #  *  *  « 

(c)  Purchase.  (1)  *  *  • 

(ii)  The  property  is  not  acquired  by 
purchase  if  acquired  from  any  one  com¬ 
ponent  member  of  a  controlled  group  (as 
defined  in  paragraph  (e)  of  this  sec¬ 
tion)  by  another  component  member  of 
such  group. 

***** 

(e)  Definitions  of  controlled  group  of 
corporations  and  component  member  of 
controlled  group.  For  purposes  Of  sec¬ 
tion  179,  the  terms  “controlled  group  of 
corporations”  and  “component  member” 
of  a  controlled  group  of  corporations 
shall  have  the  same  meaning  assigned 
to  those  terms  in  section  1563  (a)  and 
(b),  except  that  the  phrase  “more  than 
50  percent”  shall  be  substituted  for  the 
phrase  “at  least  80  percent”  each  place 
it  appears  in  section  1563  ta)  (1). 

•  •  •  •  * 

Par.  11.  Section  1.535  is  amended  by 
revising  subsection  (c)  (5)  of  section  535 
and  the  historical  note  to  read  as  follows: 

§  1.535  Slaliilory  provision** ;  arriiniii- 
latod  taxable  inronie. 

Sec.  535.  Accumulated  taxable  income^*  *  * 
(c)  Accumulated  earnings  credit.  •  •  • 
(5)  Cross  reference.  For  denial  of  credit 
provided  In  paragraph  (2)  or  (3)  where 
multiple  corporations  are  formed  to  avoid 
tax,  see  section  1551,  and  for  limitation  on 
such  credit  In  the  case  of  certain  controlled 
corporations,  see  sections  1561  and  1564. 

[Sec.  535  as  amended  by  sec.  31,  Technical 
Amendments  Act  1958  (72  Stat.  1631);  sec. 
205,  Small  Business  Tax  Revision  Act  1958 
(72  Stat.  1680);  sec.  9(d)(2),  Rev.  Act.  1962 
(76  Stat.  1001);  sec.  401(b)(2)(C),  Tax  Re¬ 
form  Act  1969  (83  Stat.  602)  ] 

Par.  12.  Section  1.535-3  is  amended  by 
revising  paragraphs  (b)(2)  and  (c)  to 
read  as  follows: 

§  1.535—3  Arrumuliited  earnings  eredil. 

***** 

(b)  Corporation  which  is  not  a  mere 
holding  or  investment  company.  •  •  • 
(2)  Minimum  credit.  Section  535(c) 
(2)  provides  for  the  allowance  of  a  min¬ 
imum  accumulated  earnings  credit  in 
the  case  of  a  corporation  which  is  not  a 
mere  holding' or  investment  company. 
Except  as  otherwise  provided  in  section 
243(b)  (3)  and  §  1.243-5  (relating  to  ef¬ 
fect  of  100-percent  dividends  received 
deduction  under  section  243(b))  and 
section  1564  (relating  to  transitional 
rules  in  the  case  of  certain  controlled 
corporations),  in  the  case  of  such  a 
corporation,  this  minimum  credit  shall 
in  no  case  be  less  than  the  amount  by 
which  $100,000  exceeds  the  accumulated 
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earnings  and  profits  of  the  cori>oration 
at  the  close  of  the  preceding  taxable 
year.  See  paragrraph  (d)  of  this  section 
for  the  effect  of  dividends  paid  after  the 
close  of  the  taxable  year  in  determining 
acciunulated  earnings  and  profits  at  the 
close  of  the  preceding  taxable  year.  In 
determining  the  amount  of  the  mini¬ 
mum  credit  allowable  under  section  535 
(c)(2),  the  needs  of  the  business  are 
not  taken  into  consideration.  If  the  tax¬ 
payer  has  accumulated  earnings  and 
profits  at  the  close  of  the  preceding  tax¬ 
able  year  equal  to  or  in  excess  of  $100,000, 
the  credit,  if  any,  is  determined  without 
regard  to  section  535(c)  (2).  It  is  not  in¬ 
tended  that  the  provision  for  the  "mini¬ 
mum  credit  shall  in  any  way  create  an 
inference  that  an  accumulation  in  ex¬ 
cess  of  $100,000  is  unreasonable.  The 
reasonable  needs  of  the  business  may  re¬ 
quire  the  accumulation  of  more  or  less 
than  $100,000,  depending  upon  the  cir¬ 
cumstances  in  the  case,  but  such  needs 
shall  not  be  taken  into  consideration  to 
any  extent  in  cases  where  the  minimum 
accumulated  earnings  credit  is  appli¬ 
cable.  For  a  discussion  of  the  reasonable 
needs  of  the  busin<^s,  see  section  537  and 
.5.!  1.537-1,  1.537-2,  and  1.537-3. 
***** 

(c)  Holding  and  investment  com¬ 
panies.  Section  535(c)(3)  provides  that, 
in  the  case  of  a  mere  holding  or  in¬ 
vestment  companj ,  the  accumulated 
earnings  credit  shall  be  the  amount,  if 
any,  by  which  $100,000  exceeds  the  ac¬ 
cumulated  earnings  and  profits  of  the 
corporation  at  the  close  of  the  preceding 
taxable  year.  Thus,  if  such  a  corporation 
has  accumulated  earnings  equal  to  or  in 
excess  of  $100,000  at  the  close  of  its  pre¬ 
ceding  taxable  year,  no  accumulated 
earnings  credit  is  allowable  in  computing 
the  accumulated  taxable  income.  See 
paragraph  (c)  of  §  1.533-1  for  a  defini¬ 
tion  of  a  holding  or  investment  company. 
For  the  accumulated  earnings  cre^t  of 
a  mere  holding  or  investment  company 
which  is  a  member  of  an  affiliated  group 
which  has  elected  the  100-percent  divi¬ 
dends  received  deduction  under  section 
243(b),  see  section  243(b)(3)  and 
§  1.243-5.  For  the  accumulated  earnings 
credit  of  a  mere  holding  or  investment 
company  which  is  a  component  member 
of  a  controlled  group  of  corporations  (as 
defined  in  section  1563),  see  section  1564. 
***** 

PAr.  13.  Section  1.804  is  amended  by 
adding  a  new  subsection  (d)  to  section 
804  and  by  revising  the  historical  note 
to  read  as  follows: 

§  1.801  Statutory  proviKions;  life  insiir- 
anre  rompunie»i;  taxable  investniont 
inronie. 

Sec.  804.  Taxable  investment  income.  •  •  • 
(dj  Cross  reference.  For  reduction  of  the 
$25,000  amount  provided  In  subsection  (a)  (4) 
In  the  case  of  certain  controlled  corporations, 
see  sections  1561  and  1564. 

[Sec.  804  as  added  by  sec.  2,  Life  Insurance 
Company  Tax  Act  1956  (70  Stat.  41); 

amended  by  sec.  2.  Life  Insurance*  Company 
Income  Tax  Act  1959  (73  Stat.  116);  sec.  3, 
Act  of  Oct.  23,  1962  (Public  Law  87-868,  76 
Stat.  1134);  sec.  214(b)  (3) ,  Rev.  Act  1964  (78 
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stat.  55);  sec.  401(b)(2)(D),  Tax  Reform 
Act  1969  (83  Stat.  602)  j 

Par.  14.  Section  1.804-2  is  amended 
by  revising  paragraph  (d)(1)  to  read  as 
follows : 

§  1.801—2  Taxiilile  iiiv(‘!>lnienl  ineonie. 

***** 

(d)  Taxable  investment  income  of  a 
life  insurance  company — (1)  Definition. 
Section  804(a)  (2)  defines  the  term  “tax¬ 
able  investment  income”,  for  purposes 
of  part  I,  as  an  amount  (not  less  than 
zero)  equal  to  the  amount  (if  any)  by 
which  the  net  long-term  capital  gain 
exceeds  the  net  short-term  capital  loss, 
plus  the  sum  of  the  life  insurance  com¬ 
pany’s  share  (as  determined  under  para¬ 
graph  (c)  of  this  section)  of  each  and 
every  item  of  investment  yield  (includ¬ 
ing  tax-exempt  interest,  partially  tax- 
exempt  interest,  and  dividends  received  > , 
reduced  by  the  sum  of — 

(i)  The  life  insurance  company’s 
share  of  interest  which  under  section  193 
is  excluded  from  gross  income, 

(ii)  The  deduction  for  partially  tax- 
exempt  interest  provided  by  section  242 
(as  modified  by  section  804(a)(3)  and 
subparagraph  (2)(i)  of  this  paragraph) 
computed  with  respect  to  the  life  insur¬ 
ance  company’s  share  of  such  interest, 

(iii)  The  deducton  for  dividends  re¬ 
ceived  provided  by  sections  243,  244,  and 
245  (as  modified  by  section  804(a)(5) 
and  subparagraph  (2)(ii)  of  this  para¬ 
graph  )  computed  with  respect  to  the  life 
insurance  company’s  share  of  the  divi¬ 
dends  received,  and 

(iv)  The  small  business  deduction 
provided  by  section  804(a)(4).  For  pur¬ 
poses  of  part  I,  such  small  business  de¬ 
duction  shall  be  an  amount  equal  to  10 
percent  of  the  investment  yield  for  the 
taxable  year,  except  that  such  amoimt 
shall  not  exceed  $25,000,  or,  in  the  case 
of  a  component  member  of  a  controlled 
group  of  corporations  (as  defined  in  sec¬ 
tion  1563),  the  amount  allowable  under 
section  1564(a). 

***** 

Par.  15.  Section  1.1562  is  amended  by 
revising  so  much  of  subsection  (b)(1)  of 
section  1562  as  precedes  subparagraph 
(A)  thereof  and  the  historical  note  to 
read  as  follows; 

§  1.1. '>62  Statutory  proviMiunN;  privilege 
of  groups  to  elei-t  niiiltiplo  surtax 
exemptions. 

Sec.  1562.  Privilege  of  groups  to  elect  mul¬ 
tiple  surtax  exemptions.  •  •  • 

(b)  Additional  tax  imposed — (1)  General 
rule.  If  an  election  under  subsection  (a)  (1) 
by  a  controlled  group  of  corporations  Is  ef¬ 
fective  with  respect  to  the  taxable  year  of  a 
corporation,  there  Is  hereby  Imposed  for  such 
taxable  year  on  the  taxable  Income  of  such 
corporation  a  tax  equal  to  6  percent  of  so 
much  of  such  corporation’s  taxable  income 
for  such  taxable  year  as  does  not  exceed  the 
amount  of  such  corporation’s  surtax  exemp¬ 
tion  for  such  taxable  year.  This  paragraph 
shall  not  apply  to  the  taxable  year  of  a 
corporation  If — 

****** 

[Sec.  1562  as  added  by  sec.  235(a),  Rev.  Act 
1964  (78  Stat.  116);  amended  by  see.  401(b) 
(2)  (A),  Tax  Reform  Act  1969  (83  Stat.  602)  [ 
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Par.  16.  Section  1.1562-1  is  amended 
by  revising  paragraph  (b)  (2)  to  read  as 
follows: 

§  1.1562—1  Privilege  of  eontrolled  group 
to  elect  multiple  surtax  exemptions. 
•  •  •  *  • 

(b)  Effect  of  election.  •  •  • 

(2)  Additional  tax.  The  additional  tax 
imposed  by  section  1562(b)  is  an  amount 
equal  to  6  percent  of  so  much  of  a  cor¬ 
poration’s  taxable  income  for  the  tax¬ 
able  year  as  does  not  exceed  the  amount 
of  such  cori)oration’s  surtax  exemption 
for  such  taxable  year.  However,  if  a  cor¬ 
poration  computes  its  tax  under  section 
1201  (relating  to  alternative  tax)  and  is 
subject  to  the  additional  tax  imposed  by 
section  1562(b)  for  such  taxable  year,  the 
additional  tax  applies  only  to  an  amount 
equal  to  the  taxable  income  reduced  by 
the  excess  of  the  net  long-term  capital 
gain  over  the  net  short-term  capital  loss 
for  such  taxable  year  (to  the  extent  such 
amount  does  not  exceed  the  amount  of 
such  corporation’s  surtax  exemption  for 
such  taxable  year). 

•  •  •  •  ^ 
Par.  17.  Section  1.1562-5  is  amended 
by  revising  paragraph  (a)  (2) ,  examples 
(4),  (5),  and  (6)  of  paragraph  (b)(2), 
and  paragraph  (c)  (1)  and  (2)  to  read 
as  follows: 

§  1.1562—5  Continuing  and  surressor 
groups. 

(a)  Controlled  group  continuing  in 
-existence.  •  •  * 

(2)  Brother-sister  group.  A  brother- 
sister  controlled  group  of  corporations 
shall  be  considered  as  remaining  in  exist¬ 
ence  as  long  as  the  requirements  of  para¬ 
graph  (a)  (3)  (i)  of  S  1.1563-1  continue  to 
be  satisfied  with  respect  to  at  least  two 
corporations,  taking  into  accoimt  the 
stock  ownership  of  only  those  five  or 
fewer  persons  whose  stock  ownership  was 
taken  into  account  with  respect  to  the 
election  under  section  1562(a)  (1) . 

(b)  Controlled  group  no  longer  in 
existence.  •  •  • 

(2)  Examples.  •  *  • 

Example  (4).  Smith,  an  Individual,  owns 
80  percent  of  the  only  class  of  stock  of  cor¬ 
porations  W  and  X  on  each  day  of  1966  and 
1967.  W,  in  turn,  owns  80  percent  of  the 
only  class  of  stock  of  corporation  Y  on  each 
day  of  1966.  On  April  15,  1967,  X  purchases 
80  percent  of  the  only  class  of  corporation  Z 
and  on  April  30,  1967,  W  sells  all  its  stock  in 
Y.  Under  paragraph  (a)  (3)  of  this  section, 
the  combined  group  remains  In  existence 
throughout  1966  and  1967  since  (i)  the 
brother-sister  oontroUed  group  of  corpora¬ 
tions  referred  to  in  paragraph  (a)  (4)  (1)  of 
{  1.1563-1  In  req>ect  of  such  combined  group 
remains  in  existence,  and  <U)  at  least  one 
corporation  Is  a  common  parent  of  a  parent- 
subsidiary  oontrcdled  group  referred  to  in 
such  paragraph. 

Example  (5).  Assume  the  same  facts  as  in 
example  (4)  except  that  Y  and  Z  are  life 
insurance  companies  subject  to  taxation 
under  section  802  of  the  Code.  Further  as¬ 
sume  that  throughout  1966  and  1967  Y  owns 
all  the  stock  of  corporation  8,  and  Z  owns 
all  the  stock  of  corporation  T.  S  and  T  are  life 
Insiu^nce  companies  subject  to  taxation  un¬ 
der  section  802.  Before  AprU  15,  1967,  under 
paragraph  (a)  (5)  (1)  of  S  1.1563-1,  Y  and  8 


are  treated  as  an  insurance  g:roup  of  cor¬ 
porations.  After  AprU  30,  1967,  under  para¬ 
graph  (a)  (4)  of  this  section,  Z  and  T  are 
treated  as  an  insurance  group  which  remains 
in  existence  throughout  1966  and  1967,  since 
the  combined  group  remains  in  existence 
within  the  meaning  of  paragraph  (a)(3)  of 
this  section  throughout  1966  and  1967,  and 
there  are  at  all  times  at  least  two  Insiurance 
companies  which  satisfy  the  requirements 
of  paragraph  (a)  (5)  (1)  of  §  1.1563-1.  (How¬ 
ever,  after  April  30,  1967,  Y  and  S  cease  to 
be  members  of  the  combined  group  and  are 
considered  to  be  a  new  controlled  group  of 
corporations.) 

Example  (6).  Jones,  an  individual,  owns 
all  the  stock  of  corporations  M  and  N  on  each 
day  of  1966.  On  February  1,  1967,  he  gives  all 
the  stock  of  M  to  his  18-year-old  son  who 
continues  to  hold  the  M  stock  throughout 
the  remainder  of  1967.  Since  Jones  (or  his 
son)  owns,  or  is  considered  as  owning  under 
paragraph  (b)  (6)  (1)  of  §  1.1563-3,  all  the 
stock  of  M  and  N  on  each  day  of  1967,  under 
paragraph  (a)  (2)  of  this  section  the  brother- 
sister  controlled  group  oonsisting  of  M  and  N 
remains  in  existence  throughout  1967. 

•  •  •  #  • 

(c)  Successor  groups — (1)  Transac¬ 
tions  involving  a  former  owner  or  own¬ 
ers.  If ,  as  a  result  of  the  transfer  of  stock 
of  a  corporation  or  corporations  (whether 
by  sale,  exchange,  distribution,  contribu¬ 
tion  to  capital,  or  otherwise) ,  a  controlled 
group  (“old  group’’)  goes  out  of  exist¬ 
ence,  and  a  new  controlled  grroup  (“new 
group’’)  comes  into  existence,  then  the 
new  group  shall  be  considered  to  be  a 
successor  to  the  old  group,  provided  one 
of  the  following  applies: 

(i)  A  person  or  persons  who  own 
stock  of  the  new  group  that  meets  the 
more-than-50-percent  stock  ownership 
requirement  of  section  1563(a)  (2)  (B) 
owned  stock  which  met  such  stock  owner¬ 
ship  requirement  with  respect  to  the  old 
group; 

(ii)  A  person 'or  persons  who  owned 
more  than  50  percent  of  the  fair  market 
value  of  the  stock  of  the  common  parent 
of  the  old  group  owns,  with  respect  to  the 
new  group,  stock  that  meets  the  more- 
than-50-percent  stock  ownership  re¬ 
quirement  of  section  1563(a)  (2)  (B) ;  or 

(iii)  A  person  or  persons  who  owned 
stock  that  met  the  more-than-50-percent 
stock  ownership  requirement  of  section 
1563(a)  (2)  (B)  with  respect  to  the  old 
group  owns  more  than  50  percent  of  the 
fair  market  value  of  the  stock  of  the 
common  parent  of  the  new  group. 

For  purposes  of  this  paragraph,  the 
term  “owns”  includes  direct  ownership 
and  ownership  with  the  application  of 
the  rules  contained  in  paragraph  (b)  of 
§  1.1563-3.  For  purposes  of  this  sub- 
paragraph,  if  as  a  reult  of  the  transfer  of 
stock,  a  parent-subidiary  controlled 
group  or  a  brother-sister  controlled 
group  becomes  a  part  of  a  combined 
group,  then  such  parent-subsidiary  or 
brother-sister  group  shall  be  considered 
as  going  out  of  existence  as  a  result  of 
such  transfer.  Also  for  purposes  of  this 
subparagnqih,  if  as  a  result  of  the  trans¬ 
fer  of  stock,  a  combined  group  goes  out  of 
existence  and  a  parent-subsidiary  or 
brother-sister  group  which  was  part  of 
such  combined  group  remains,  then  such 
parent-subsidiary  or  brother-sister  group 


shall  be  considered  to  be  a  new  controlled 
group  which  came  into  existence  as  a 
result  of  such  transfer. 

(2)  Examples.  The  principles  of  sub- 
paragraph  (1)  of  this  paragraph  may  be 
illustrated  by  the  following  examples : 

Example  (1).  On  each  day  of  1971,  un¬ 
related  Individuals  Grey,  Black,  and  Green 
own  the  following  amounts  of  the  only  class 
of  outstanding  stock  of  each  of  corporations 
R  and  T:  Grey  owns  40  percent.  Black  owns 
40  percent,  and  Green  owns  20  percent.  On 
March  1,  1972,  Grey  sells  all  his  stock  in  both 
corporations  to  unrelated  individual  Clay. 
As  a  result  of  the  transfer,  the  brother-sister 
controlled  group  consisting  of  R  and  T  goes 
out  of  existence.  Since  Black  and  Green,  who 
owned  stock  which  met  the  more-than-50- 
percent  stock  ownership  requirement  of  sec¬ 
tion  1563(a)  (2)  (B)  with  respect  to  the  old 
group,  own  stock  of  the  new  group  (consist¬ 
ing  of  R  and  T)  that  meets  the  more-than- 
60-percent  stock  ownership  requirement  of 
section  1563(a)  (2)  (B),  the  new  group  is  con¬ 
sidered  to  be  the  successor  to  the  old  group. 
If  Green  also  sold  all  his  stock  in  both  cor¬ 
porations  to  unrelated  individual  Barnes, 
Black  would  be  the  only  stockholder  of  the 
new  group  whose  stock  ownership  was  taken 
into  account  in  meeting  the  more-than-50- 
percent  stock  ownership  requirement  of  sec¬ 
tion  1563(a)  (2)  (B)  with  respect  to  the  old 
group.  Since  Black  would  not  own  stock  of 
the  new  group  that  meets  the  more-than- 
50-percent  stock  ownership  requirement  of 
section  1563(a)  (2)  (B),  the  new  group  would 
not  be  considered  a  successor  to  the  con¬ 
trolled  group  which  went  out  of  existence. 

Example  2.  On  each  day  of  1971,  all  the 
outstanding  stock  of  corporation  P  is  owned 
in  the  following  maimer;  Smith  owns  30 
percent,  Jones  owns  30  percent,  and  White 
owns  40  percent.  P  owns  all  the  stock  of 
corporation  S,,  S„,  W,,  and  W,.  On  Decem¬ 
ber  31,  1971,  P,  Sj,  Sj,  W,,  and  W,  are  com¬ 
ponent  members  of  the  same  controlled 
group.  If  on  March  1,  1972,  P  distributes  all 
the  stock  of  S,  and  S„  equally  to  Smith  and 
Jones  and  all  the  stock  of  W,  and  W.  to 
White,  the  controlled  group  consisting  of  P, 
S,,  S,,  W,,  and  W,  goes  out  of  existence. 
Since  Smith  and  Jones,  who  together  owned 
stock  which  met  the  more-than-50-percent 
stock  ownership  requirement  of  section  1563 
(a)  (2)  (B)  with  respect  to  the  old  group, 
now  together  own  stock  of  the  new  group 
(cousisftlng  of  8,  and  8,)  that  meets  the 
more-than-50-percent  stock  ownership  re¬ 
quirement  of  section  1563(a)(2)(B),  such 
new  group  is  considered  the  successor  to  the 
old  group.  On  the  other  hand,  since  White, 
the  sole  shareholder  of  W,  and  Wj,  did  not 
own  stock  which  met  such  stock  ownership 
requirement  with  respect  to  the  old  group, 
the  new  group  consisting  of  W,  and  Wj  is 
not  considered  a  sucoeesor  of  the  old  group. 
•  •  •  •  • 

Par.  18.  Section  1.1563  is  amended  by 
revising  subsection  (a)(2),  so  much  of 
subsection  (c)  (2)  (A)  as  follows  clause 
(i)  thereof,  and  subsection  (c)  (2)  (B) ,  of 
section  1563  and  the  historical  note  to 
read  as  follows: 

§  1.1563  Statutory  provisions;  defini¬ 
tions  and  special  rules. 

Sec.  1563.  Definitions  and  special  rules — 
(a)  Controlled  group  of  corporations.*  *  * 

(2)  Brother-sister  controlled  group.  Two 
or  more  corporations  if  five  or  fewer  persons 
who  are  individuals,  estates,  or  trusts  own 
(within  the  meaning  of  subeectlon  (d)  (2) ) 
stock  possessing — 

(A)  At  least  80  percent  of  the  total  com¬ 
bined  voting  power  of  all  classes  of  stock 
entitled  to  vote  or  at  least  80  percent  of  the 
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total  value  of  shares  of  all  classes  of  the 
stock  of  each  corporation,  and 

(B)  More  than  50  percent  of  the  total  com¬ 
bined  voting  power  of  all  classes  of  stock 
entitled  to  vote  or  more  than  50  percent  of 
the  total  value  of  shares  of  all  classes  of 
stock  of  each  corporation,  taking  into  ac¬ 
count  the  stock  ownership  of  each  such 
person  only  to  the  extent  such  stock  own¬ 
ership  is  identical  with  respect  to  each 
such  corporation. 

*  •  •  *  • 

(c)  Certain  stock  excluded.*  *  • 

(2)  Stock  treated  as  "excluded  stock". 

(A)  Parent  -  s  ub  sidiar  y  controlled 
group.  *  •  * 

(11)  Stock  In  the  subsidiary  corporation 
owned  by  an  individual  (within  the  meaning 
of  subsection  (d)(2))  who  Is  a  principal 
stockholder  or  officer  of  the  parent  corpora¬ 
tion.  For  purposes  of  this  clause,  the  term 
“principal  stockholder”  of  a  corporation 
means  an  individual  who  owns  (within  the 
meaning  of  subsection  (d)  (2) )  5  percent  or 
more  of  the  total  combined  voting  power 
of  all  classes  of  stock  entitled  to  vote  or 
5  percent  or  more  of  the  total  value  of  shares 
of  all  classes  of  stock  in  such  corporation, 

(ill)  Stock  in  the  subsidiary  corporation 
owned  (within  the  meaning  of  subsection 
(d)  (2) )  by  an  employee  of  the  subsidiary 
corporation  If  such  stock  Is  subject  to  con¬ 
ditions  which  run  in  favor  of  such  parent 
(or  subsidiary)  corporation  and  which  sub¬ 
stantially  restrict  or  limit  the  employee’s 
right  (or  if  the  employee  constructively  owns 
such  stock,  the  direct  owner's  right)  to  dis¬ 
pose  of  such  stock,  or 

(Iv)  Stock  In  the  subsidiary  corporation 
owned  (within  the  meaning  of  subsection 
(d)  (2) )  by  an  organization  (other  than  the 
parent  corporation)  to  which  section  501 
(relating  to  certain  educational  and  charita¬ 
ble  organizations  which  are  exempt  from 
tax)  applies  and  which  is  controlled  directly 
(or  subsidiary)  corporation  and  which  sub- 
subsidiary  corporation,  by  an  individual, 
estate,  or  trust  that  Is  a  principal  stockholder 
(within  the  meaning  of  clause  (11) )  of  the 
parent  corporation,  by  an  officer  of  the  parent 
corporation,  or  by  any  combination  thereof. 

(B)  Brother -sister  controlled  group.  For 
purposes  of  subsection  (a)  (2) ,  If  five  or  fewer 
persons  who  are  Individuals,  estates,  or 
trusts  (referred  to  In  this  subparagraph  as 
“common  owners”)  own  (within  the  mean¬ 
ing  of  subsection  (d)  (2) ) ,  50  percent  or  more 
of  the  total  combined  voting  power  of  all 
classes  of  stock  entitled  to  vote  or  50  percent 
or  more  of  the  total  value  of  shares  of  all 
classes  of  stock  in  a  corporation,  the  follow¬ 
ing  stock  of  such  corporation  shall  be  treated 
as  excluded  stock — 

(1)  Stock  in  such  corporation  held  by  an 
employees’  trust  described  in  section  401(a) 
which  is  exempt  from  tax  under  section  501 
(a),  if  such  trust  is  for  the  benefit  of  the 
employees  of  such  corporation, 

(li)  Stock  in  such  corporation  owned 
(within  the  meaning  of  subsection  (d)(2)) 
by  an  employee  of  the  corporation  if  such 
stock  is  subject  to  conditions  which  run  in 
favor  of  any  of  such  common  owners  (or  such 
corporation)  and  which  substantially  restrict 
or  limit  the  employee’s  right  (or  if  the  em¬ 
ployee  constructively  owns  such  stock,  the 
direct  owner’s  right)  to  dispose  of  such  stock. 
If  a  condition  which  limits  or  restricts  the 
employee’s  right  (or  the  direct  owner’s  right) 
to  dispose  of  such  stock  also  applies  to  the 
stock  held  by  any  of  the  common  owners 
pursuant  to  a  bona  fide  reciprocal  stock  pur¬ 
chase  arrangement,  such  condition  shall  not 
be  treated  as  one  which  restricts  or  limits 
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the  employee’s  right  to  dispose  of  such 
stock,  or 

(lU)  Stock  In  such  corporation  owned 
(within  the  meaning  of  subsection (d)  (2) ) 
by  an  organizatlcm  to  which  section  501 
(relating  to  certain  educational  and  chari¬ 
table  organizations  which  are  exempt  from 
tax)  applies  and  which  is  controlled  directly 
or  indirectly  by  such  corporation,  by  an 
individual,  estate,  or  trust  that  is  a  principal 
stockholder  (within  the  meaning  of  subpara¬ 
graph  (A)  (11))  of  such  corporation,  by  an 
officer  of  such  corporation,  or  by  any  com¬ 
bination  thereof. 

•  •  •  •  • 

[Sec.  1563  as  added  by  sec.  235(a),  Rev.  Act 
1964  (  78  Stat.  116);  amended  by  sec.  401(c) 
and  (d);  Tax  Reform  Act  1969  (  83  Stat. 
602)  ] 

Par.  19.  Section  1.1563-1  is  amended 
by  revising  paragraphs  (a)  (3),  (4),  and 
(5)  (i),  example  (1)  of  paragraph  (b)  (4), 
and  paragraph  (c)  to  read  as  follows: 

§  1.1563—1  Definition  of  controlled 
group  of  corporations  and  component 
members. 

(a)  Controlled  group  of  corpora¬ 
tions.  •  •  * 

(3)  Brother -sister  controlled  group. 
(i)  The  term  “brother-sister  controlled 
group’’  means  two  or  more  corporations 
if  the  same  five  or  fewer  persons  who  are 
individuals,  estates,  or  trusts  own  (di¬ 
rectly  and  with  the  application  of  the 
rules  contained  in  paragraph  (b)  of 
S  1.1563-3),  singly  or  in  combination, 
stock  possessing — 

(a)  At  least  80  percent  of  the  total 
combined  voting  power  of  all  classes  of 
stock  entitled  to  vote  or  at  least  80 
percent  of  the  total  value  of  shares  of 
all  classes  of  the  stock  of  each  corpora¬ 
tion;  and 

(b)  More  than  50  percent  of  the  total 
combined  voting  power  of  all  classes  of 
stock  entitled  to  vote  or  more  than  50 
percent  of  the  total  value  of  shares  of 
all  classes  of  stock  of  each  corporation, 
taking  into  account  the  stock  ownership 
of  each  such  person  only  to  the  extent 
such  stock  ownership  is  identical  with 
respect  to  each  such  corporation. 

(ii)  The  principles  of  this  subpara¬ 
graph  may  be  illustrated  by  the  follow¬ 
ing  examples; 

Example  (l).  The  outstanding  stock  of 
corporations  P,  Q,  R.  S,  and  T,  which  have 
only  one  class  of  stock  outstanding.  Is  owned 
by  the  following  unrelated  Individuals: 


Corporations  Identical 

Individuals - ownor- 

P  Q  R  S  T  ship 


A .  60%  m'o  60%  m'o  im'o  eo’ji 

It .  40% . . . 


Total,  loo^i  im'c  100%  100%  100%  m/o 


Corporations  P,  Q,  R,  S,  and  T  are  members 
of  a  brother-sister  controlled  group. 

Example  (2).  The  outstanding  stock  of 
corporations  U  and  V,  which  have  only  one 
class  of  stock  outstanding,  is  owned  by  the 
following  unrelated  individuals: 
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Individuals 

Corjwrat  ions 

Identical 

U 

V 

F _  5%  . . . . 

O . . 

H . 

I . 

J . 

K . 

L  . 

.  IV>/c  . 

.  10%  . 

.  ’20%  . 

.  55% 

55% 

10% 

10% 

55% 

M  . 

10% 

N . 

O . 

10% 

5% 

Total . 

.  100% 

100“;, 

5.5% 

Corporations  U  and  V  are  not  members  of 
a  brother-sister  controlled  group  because  at 
least  80  percent  of  the  stock  of  each  corpo¬ 
ration  is  not  owned  by  the  same  five  or  fewer 
persons. 

(4)  Combined  group,  (i)  The  term 
“combined  group’’  means  any  group  of 
three  or  more  corporations,  if — 

(a)  Each  such  corporation  is  a  mem¬ 
ber  of  either  a  parent-subsidiary  con¬ 
trolled  group  of  corporations  or  a 
brother-sister  controlled  group  of  cor¬ 
porations,  and 

(b)  At  least  one  of  such  corporations  is 
the  common  parent  of  a  parent-sub¬ 
sidiary  controlled  group  and  also  is  a 
member  of  a  brother-sister  controlled 
group. 

(ii)  The  definition  of  a  combined 
group  of  corporations  may  be  illustrated 
by  the  following  examples: 

Example  (1).  Smith,  an  individual,  owns 
stock' possessing  80  percent  of  the  total  com¬ 
bined  voting  power  of  all  classes  of  the  stock 
of  corporations  X  and  Y.  Y,  In  turn,  owns 
stock  possessing  80  percent  of  the  total  com¬ 
bined  voting  power  of  aP  classes  of  the  stock 
of  corporation  Z.  Since — 

(a)  X,  Y,  and  Z  are  each  members  of  either 
a  parent-subsidiary  or  brother-sister  con¬ 
trolled  group  of  corporations,  and 

(b)  Y  is  the  common  parent  of  a  parent- 
subsidiary  controlled  group  of  corporations 
consisting  of  Y  and  Z,  and  also  is  a  member 
of  a  brother-sister  controlled  group  of  corpo¬ 
rations  consisting  of  X  and  Y, 

X,  Y.  and  Z  are  members  of  the  same  com¬ 
bined  group. 

Example  (2).  Assume  the  same  facts  as 
in  example  ( 1 ) ,  and  further  assume  that 
corporation  X  owns  80  percent  of  the  total 
value  of  shares  of  all  classes  of  stock  of  cor¬ 
poration  T.  X,  Y,  Z,  and  T  are  members  of 
the  same  combined  group. 

(5)  Insurance  group,  (i)  The  term  “in¬ 
surance  group’’  means  two  or  more  in¬ 
surance  companies  subject  to  taxation 
under  section  802  each  of  which  is  a 
member  of  a  controlled  group  of  corpo¬ 
rations  described  in  subparagraph  (2), 
(3),  or  (4)  of  this  paragraph.  Such  in¬ 
surance  companies  shall  be  treated  as  a 
controlled  group  of  corporations  separate 
from  any  other  corporations  which  are 
members  of  the  controlled  group  de¬ 
scribed  in  such  subparagraph  (2),  (3), 

\or  (4).  For  purposes  of  this  section  and 
S  1.1562-5,  the  common  parent  of  the 
controlled  group  described  in  subpara¬ 
graph  (2)  of  this  paragraph  shall  be  re¬ 
ferred  to  as  the  common  parent  of  the 
insurance  group. 

*  •  «  «  * 
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(b)  Component  members.  *  *  * 

(4)  Examples.  *  *  • 

Example  (i>.  Brown,  an  individual,  owns 
all  of  the  stock  of  corporations  W  and  X  on 
each  day  of  1964.  W  and  X  each  uses  the 
calendar  year  as  its  taxable  year.  On  Janu¬ 
ary  1,  1964,  Brown  alsojowns  all  the  stock  of 
corporation  Y  (a  fiscal  year  corporation  with 
a  taxable  year  beginning  on  July  1,  1964,  and 
ending  on  June  30,  1965),  which  stock  he 
sells  on  October  15,  1964.  On  December  1, 
1964,  Brown  purchases  all  the  stock  of  corpo¬ 
ration  Z  (a  fiscal  year  corporation  with  a  tax¬ 
able  year  beginning  on  September  1,  1964, 
and  ending  on  August  31,  1965).  On  Decem¬ 
ber  31,  1964,  W,  X,  and  Z  are  members  of  the 
same  controlled  group.  However,  the  compo¬ 
nent  members  of  the  group  on  such  Decem¬ 
ber  31  are  W,  X,  and  Y.  Under  subparagraph 
(2)  (1)  of  this  paragraph,  Z  is  treated  as  an 
excluded  member  of  the  group  on  December 
31  1964,  since  Z  was  a  member  of  the  group 
for  less  than  one-half  of  the  number  of 
days  (29  out  of  121  days)  during  the  period 
beginning  on  September  1, 1964  (the  first  day 
of  its  taxable  year)  and  ending  on  De¬ 
cember  30,  1964.  Under  subparagraph  (3)  of 
this  paragraph,  Y  is  treated  as  an  additional 
member  of  the  group  on  December  31,  1964, 
since  Y  was  a  member  of  the  group  for  at 
least  one-half  of  the  number  of  days  (107 
out  of  183  days)  during  the  period  begin¬ 
ning  on  July  1,  1964  (the  first  day  of  its 
taxable  year)  and  ending  on  December  30, 
1964. 

•  •  #  •  • 

(c)  Overlapping  groups  —  (1)  In  gen¬ 
eral.  If  on  a  December  31  a  corporation 
is  a  component  member  of  a  controlled 
group  of  corporations  by  reason  of  own¬ 
ership  of  stock  possessing  at  least  80  per¬ 
cent  of  the  total  value  of  shares  of  all 
classes  of  stock  of  the  corporation,  and 
if  on  such  December  31  such  corpora¬ 
tion  is  also  a  component  member  of  an¬ 
other  controlled  group  of  corporations  by 
reason  of  ownership  of  other  stock  (that 
is,  stock  xx>t  used  to  satisfy  the  at-least- 
80-percent  total  value  test)  possessing 
at  least  80  percent  of  the  total  combined 
voting  power  of  all  classes  of  stock  of  the 
corporation  entitled  to  vote,  then  such 
corporation  shall  be  treated  as  a  compo¬ 
nent  member  only  of  the  controlled  group 
of  which  it  is  a  component  member  by 
reason  of  the  ownership  of  at  least  80 
percent  of  the  total  value  of  its  shares. 

(2)  Brother-sister  controlled  groups. 

(i)  If  on  a  December  31,  a  corporation 
would,  without  application  of  this  sub- 
paragraph,  be  a  component  member  of 
more  than  one  brother-sister  controlled 
group  on  such  date,  such  corporation 
shall  be  treated  as  a  component  member 
of  only  one  such  group  on  such  date. 
Such  a  corporation  may  select  which 
group  in  which  it  is  to  be  included  by 
filing  an  election  as  provided  in  this 
subparagraph.  The  election  shall  be  in 
the  form  of  a  statement  designating  the 
group  in  which  the  corporation  is  to  be 
included.  The  statement  shall  provide 
all  the  information  with  respect  to  stock 
ownership  which  is  reasonably  neces¬ 
sary  to  satisfy  the  Internal  Revenue 
officer  with  whom  it  is  filed  that  the 
corporation  would,  but  for  the  election, 
be  a  component  member  of  more  than 
one  controlled  group.  Once  filed,  the 
election  is  irrevocable  and  effective  im- 
til  such  time  that  a  change  in  the  stock 


ownership  of  the  corporation  results  in 
termination  of  membership  in  the  con¬ 
trolled  group  in  which  such  corporation 
has  been  included. 

(ii)  Except  as  provided  in  subdivision 

(iii)  of  this  subparagraph,  the  statement 
shall  be  signed  by  a  person  duly  author¬ 
ized  to  act  on  behalf  of  such  corpora¬ 
tion  and  shall  be  filed  on  or  before  the 
due  date  (including  extension  of  time) 
for  the  filing  of  the  income  tax  return  of 
such  corporation  for  the  taxable  year. 
However,  in  the  case  of  an  election  with 
respect  to  December  31,  1970,  the  state¬ 
ment  shall  be  consider^  as  timely  filed 
if  filed  on  or  before  December  15,  1971. 
In  the  event  no  election  is  filed  in  ac¬ 
cordance  with  the  provisions  of  this 
subdivision,  then  the  district  director 
with  audit  jurisdiction  of  such  corpora¬ 
tion’s  return  for  the  taxable  year  which 
includes  such  December  31  shall  deter¬ 
mine  the  group  in  which  such  corpora¬ 
tion  is  to  be  included. 

(iii)  If  more  than  one  corporation 
would,  without  application  of  this  sub- 
paragraph,  be  a  component  member  of 
more  than  one  controlled  group,  a  single 
statement  shall  be  signed  by  persons 
duly  authorized  to  act  on  behalf  of  each 
such  corporation.  Such  statement  shall 
designate  the  group  in  which  each  cor¬ 
poration  is  to  be  included.  The  statement 
shall  be  attached  to  the  income  tax  re¬ 
turn  of  the  corporation  that,  among 
those  corporations  which  would  (with¬ 
out  the  application  of  this  sub- 
paragraph)  belcmg  to  more  than  one 
group,  has  the  taxable  year  including 
such  December  31  which  ends  on  the 
earliest  date.  However,  in  the  case  of  an 
election  with  respect  to  December  31, 
1970,  the  statement  may  be  filed  by 
December  15,  1971,  with  the  service 
center  director  with  whom  such  corpo¬ 
ration’s  return  is  filed  for  the  taxable 
year  which  includes  such  December  31. 
In  the  event  no  election  is  filed  in  ac¬ 
cordance  with  the  provisions  of  this 
subdivision,  then  the  district  director 
with  audit  Jurisdiction  of  such  corpora¬ 
tion’s  return  for  the  taxable  year  that 
includes  such  December  31  shall  deter¬ 
mine  the  group  in  which  each  corpora¬ 
tion  is  to  be  included. 

(iv)  ’The  provisions  of  this  subpara¬ 
graph  may  be  illustrated  by  the  follow¬ 
ing  examples  (in  which  it  is  assumed  that 
all  the  individuals  are  imrelated) : 

Example  (1).  On  Mch  day  of  1970  all  the 
outstanding  stock  of  corporations  M,  N,  and 
P  Is  held  In  the  following  manner: 


Individuals 

Corporations 

M 

N 

p 

A . 

B . 

C . 

.  60% 

.  0 

40% 

40% 

a 

ainoe  the  more-than-SO-percent  stock 
ownership  requirement  of  section  1563(a) 
(2)  (B)  Is  met  with  respect  to  corporations 
M  and  N  and  with  re^ct  to  corporations  N 
and  P,  but  not  with  respect  to  corporations 
M,  N,  and  P,  corporation  N  would,  without 
the  application  of  this  subparagraph,  be  a 


component  member  on  December  31,  1970, 
of  overlapping  groups  consisting  of  M  and 
N  and  of  N  and  P.  If  N  does  not  file  an  elec¬ 
tion  In  accordance  with  subdivision  (11)  of 
this  subparagraph,  the  district  director  with 
audit  Jurisdiction  of  N’s  return  will  deter¬ 
mine  the  group  in  which  N  Is  to  be  Included. 

Example  (2).  On  each  day  of  1970,  all  the 
outstanding  stock  of  corporations  S,  T,  W, 
X,  and  Z  is  held  in  the  following  manner: 


rorjx)rations 

Individuals - - - 

S  T  W  X  Z 


P . 60%  60%  60%  6(%  60% 

E . 40%  0  0  0  0 

E .  0  40%  0  0  0 

0 .  0  0  t0%  0  0 

11 .  0  0  0  40^i,  0 

1 .  0  0  0  0  40ro 


On  December  31, 1970,  the  more-than -50-per¬ 
cent  stock  ownership  requirement  of  sec¬ 
tion  1563(a)  (2)  (B)  may  be  met  with  regard 
to  any  combination  of  the  corporations  but 
all  five  corporations  cannot  be  included  as 
component  members  of  a  single  controlled 
group  because  the  Inclusion  of  all  the  cor¬ 
porations  In  a  single  group  would  be  depend¬ 
ent  upon  taking  into  account  the  stock 
ownership  of  more  than  five  persons.  There¬ 
fore,  If  the  corporations  do  not  file  a  state¬ 
ment  in  accordance  with  subdivision  (ill)  of 
this  subparag^raph,  the  district  director  with 
audit  Jxirlsdictlon  of  the  return  of  the  cor¬ 
poration  whose  taxable  year  ends  on  the 
earliest  date  will  determine  the  group  in 
which  each  corporation  is  to  be  included.  The 
corporations  or  the  district  director,  as  the 
case  may  be,  may  designate  that  three  cor¬ 
porations  be  included  in  one  group  and  two 
corporations  in  another,  or  that  any  four 
corporations  be  included  in  one  group  and 
that  the  remaining  corporation  not  be  in¬ 
cluded  in  any  group. 

Par.  20.  Section  1.1563-2  is  amended  by 
adding  a  new  subdivision  (iv)  to  para¬ 
graph  (b)  (2) ,  by  revising  paragraph 
(b)(3),  and  by  revising  subdivision  (ii) 
of,  and  adding  a  new  subdivision  (ill)  to, 
paragraph  (b)  (4) ,  These  revised  and 
added  provisions  read  as  follows: 

§  1.1563—2  Excluded  stock. 

•  *  •  •  • 

(b)  Stock  treated  as  excluded 
stock.  •  •  * 

(2)  Stock  treated  as  not  outstand¬ 
ing.  •  *  • 

(iv)  Controlled  exempt  organization. 
Stock  in  the  subsidiary  corporation 
owned  (directly  and  with  the  application 
of  the  rules  contained  in  paragraph  (b) 
of  §  1.1563-3)  by  an  organization  (other 
than  the  parent  corporation)  — 

(a)  To  which  section  501  (relating  to 
certain  educatioi^al  and  charitable  orga¬ 
nizations  which  are  exempt  from  tax) 
applies,  and 

(b)  Which  is  controlled  directly  or  in¬ 
directly  by  the  parent  corporation  or 
subsidiary  corporation,  by  an  individual, 
estate,  or  trust  that  is  a  principal  stock¬ 
holder  of  the  parent  corporation,  by  an 
officer  of  the  parent  corporation,  or  by 
any  combination  thereof. 

’The  terms  “principal  stockholder  of  the 
parent  corporation’’  and  “officer  of  the 
parent  corporation’’  shall  have  the  same 
meanings  in  this  subdivision  as  in  sub¬ 
division  (ii)  of  this  subparagraph.  The 
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term  “control”  as  used  in  this  subdivision 
means  control  in  fact  and  the  deter¬ 
mination  of  whether  the  control  require¬ 
ment  of  (b)  of  this  subdivision  is  met  will 
depend  upon  all  the  facts  and  circum¬ 
stances  of  each  case,  without  regard  to 
whether  such  control  is  legally  enforce¬ 
able  and  irrespective  of  the  method  by 
which  such  control  is  exercised  or  exer¬ 
cisable. 

(3)  Brother-sister  controlled  group.  If 
five  or  fewer  persons  (hereinafter  re¬ 
ferred  to  as  common  owners)  who  are  in¬ 
dividuals,  estates,  or  trusts  own  (directly 
and  with  the  application  of  the  rules 
contained  in  paragraph  (b)  of  §  1.1563- 
3)  stock  possessing  50  percent  or  more 
of  the  total  combined  voting  power  of 
all  classes  of  stock  entitled  to  vote  or 
50  percent  or  more  of  the  total  value  of 
shares  of  all  classes  of  stock  in  a  cor- 
p>oration,  the  provisions  of  subparagraph 
(4)  of  this  paragraph  shall  apply.  In 
determining  whether  the  stock  owned 
by  such  person  or  persons  possesses  the 
requisite  percentage  of  the  total  com¬ 
bined  voting  power  of  all  classes  of  stock 
entitled  to  vote  of  a  corporation,  see 
paragraph  (a)  (6)  of  §  1.1563-1. 

(4)  Stock  treated  as  not  outstand¬ 
ing.  •  •  • 

(ii)  Employees.  Stock  in  such  corpora¬ 
tion  owned  (directly  and  with  the  appli¬ 
cation  of  the  rules  contained  in  para¬ 
graph  (b)  of  §  1.1563-3)  by  an  employee 
of  such  corporation  if  such  stock  is  sub¬ 
ject  to  conditions  which  run  in  favor  of 
a  common  owner  of  such  corporation  (or 
in  favor  of  such  corporation)  and  which 
substantially  restrict  or  limit  the  em¬ 
ployee’s  right  (or  if  the  employee  con¬ 
structively  owns  such  stock,  the  record 
owner’s  right)  to  dispose  of  such  stock. 
’The  principles  of  subparagraph  (2)  (iii) 
of  this  paragraph  shall  apply  in  deter¬ 
mining  whether  a  condition  satisfies  the 
requirements  of  the  preceding  sentence. 
'Thus,  in  general,  a  condition  which  ex¬ 
tends,  directly  or  indirectly,  to  a  com¬ 
mon  owner  or  such  corporation  preferen¬ 
tial  rights  with  respect  to  the  acquisition 
of  the  employee’s  (or  record  owner’s) 
stock  will  be  considered  to  be  a  condi¬ 
tion  which  satisfies  such  requirements. 
For  purposes  of  this  subdivision,  if  a  con¬ 
dition  which  restricts  or  limits  an  em¬ 
ployee’s  right  (or  record  owner’s  right) 
to  dispose  of  his  stock  also  applies  to 
the  stock  in  such  corporation  held  by 
such  common  owner  pursuant  to  a  bona 
fide  reciprocal  stock  purchase  arrange¬ 
ment,  such  condition  shall  not  be  treated 
as  one  which  restricts  or  limits  the  em¬ 
ployee’s  (or  record  owner’s)  right  to  dis¬ 
pose  of  such  stock.  An  example  of  a  re¬ 
ciprocal  stock  purchase  arrangement  is 
an  agreement  whereby  a  common  owner 
and  the  employee  are  given  a  right  of 
first  refusal  with  respect  to  stock  of  the 
employer  corporation  owned  by  the  other 
party.  If,  however,  the  agreement  also 
provides  that  the  common  owner  has  the 
right  to  purchase  the  stock  of  the  em¬ 
ployer  corporation  owned  by  the  em¬ 
ployee  in  the  event  that  the  corporation 
should  discharge  the  employee  for  rea¬ 
sonable  cause,  the  purchase  arrangement 
would  not  be  reciprocal  within  the  mean¬ 
ing  of  this  subdivision. 


(iii)  Controlled  exempt  organization. 
Stock  in  such  corporation  owned  (di¬ 
rectly  and  with  the  application  of  the 
rules  contained  in  paragraph  (b)  of 
§  1.1563-3)  by  an  organization — 

(a)  To  which  section  501(c)(3)  (re¬ 
lating  to  certain  educational  and  chari¬ 
table  organizations  which  are  exempt 
from  tax)  applies,  and 

(b)  Which  is  controlled  directly  or 
indirectly  by  such  corporation,  by  an 
individu^,  estate,  or  trust  that  is  a 
principal  stockholder  of  such  corpora¬ 
tion,  by  an  officer  of  such  corporation,  or 
by  any  combination  thereof. 

The  terms  “principal  stockholder”  and 
“officer”  shall  have  the  same  meanings 
in  this  subdivision  as  in  subparagraph 
(2)  (ii)  of  this  paragraph.  The  term 
“control”  as  used  in  this  subdivision 
means  control  in  fact  and  the  determina¬ 
tion  of  whether  the  control  requirement 
of  (b)  of  this  subdivision  is  met  will 
depend  upon  all  the  facts  and  circum¬ 
stances  of  each  case,  without  regard  to 
whether  such  control  is  legally  enforce¬ 
able  and  irrespective  of  the  method  by 
which  such  control  is  exercised  or  exer¬ 
cisable. 

•  •  •  *  « 

Par.  21.  Section  1.1563-3  is  amended 
by  revising  paragraphs  (d)  (2)  (Iv)  and 
(d)(3)  to  read  as  follows: 

§  1.1563—3  Rules  for  determining  stock 

ownership. 

***** 

(d)  Special  rule  of  section  1563(f)  (3) 
(B).  *  *  • 

(2)  Component  member  of  more  than 
one  group.  *  •  • 

(iv)  If  the  application  of  subdivision 
(ii)  or  (iii)  of  this  subparagraph  does 
not  result  in  a  corporation  being  treated 
as  a  component  member  of  only  one  con¬ 
trolled  group  of  corporations  on  a  De¬ 
cember  31,  then  the  determination  of 
that  group  of  which  such  corporation  is 
to  be  treated  as  a  component  member 
shall  be  made  by  the  district  director 
with  audit  jurisdiction  of  such  corpora¬ 
tion’s  retiUTi  for  the  taxable  year  that 
includes  such  December  31  unless  such 
corporation  files  an  election  as  provided 
in  this  subdivision.  The  election  shall 
be  in  the  form  of  a  statement,  signed 
by  a  person  authorized  to  act  on  behalf 
of  such  corporation,  designating  the 
group  in  which  the  corporation  has 
elected  to  be  included.  The  statement 
shall  provide  all  the  information  with  re¬ 
spect  to  stock  ownership  which  is  reason¬ 
ably  necessary  to  satisfy  the  district 
director  that  toe  corporation  would,  but 
for  the  election,  be  a  component  mem¬ 
ber  of  more  than  one  controlled  group. 
The  statement  shall  be  filed  on  or  before 
the  due  date  (including  extensions  of 
time)  for  toe  filing  of  the  income  tax 
return  of  such  corporation  for  the  tax¬ 
able  year.  However,  in  the  case  of  an 
election  with  respect  to  December  31, 
1970,  the  statement  shall  be  considered 
as  timely  filed  if  filed  on  or  before  De¬ 
cember  15,  1971,  Once  filed,  toe  election 
is  irrevocable  arid  effective  vmtil  sub¬ 
division  (ii)  or  (iii)  of  this  subparagraph 
applies  or  until  there  is  a  substantial 


change  in  the  stock  ownership  of  such 
corporation. 

*  •  •  «  • 

(3)  Examples.  ’The  provisions  of  this 
paragraph  may  be  illustrated  by  the 
following  examples,  in  which  each  cor¬ 
poration  referred  to  uses  the  calendar 
year  as  its  taxable  year  and  toe  stated 
facts  are  assiuned  to  exist  on  each  day 
of  1970  (unless  otherwise  provided  in 
toe  example) : 

Example  (i).  Janes  owns  all  the  stock  of 
corporation  X  and  has  an  option  to  pur¬ 
chase  from  Smith  all  the  outstanding  stock 
of  corporation  Y.  Smith  owns  all  the  out¬ 
standing  stock  of  corporation  Z.  Since  the  Y 
stock  Is  considered  as  owned  by  two  or  more 
persons,  under  subparagraph  (2)  (11)  of  this 
paragraph  the  Y  stock  Is  treated  as  owned 
only  by  Smith  since  he  has  direct  ownership 
of  such  stock.  Therefore,  on  December  31, 
1970,  Y  and  Z  are  component  members  of 
the  same  brother-sister  controlled  group.  If, 
however.  Smith  had  owned  his  stock  In  cor¬ 
poration  Z  far  less  than  one-half  of  the  num¬ 
ber  of  days  of  Z’s  1970  taxable  year,  then 
under  subi>aragraph  (1)  of  this  paragraph 
the  Y  stock  would  be  treated  as  owned  only 
by  Jones  since  his  ownership  results  In  Y 
being  a  component  member  of  a  controlled 
group  on  December  31, 1970. 

Example  (2).  Individual  H  owns  directly 
all  the  outstanding  stock  of  corporation  M. 
W  (the  wife  of  H)  owns  directly  all  the 
outstanding  stock  of  corporation  N.  Neither 
spouse  is  considered  as  owning  the  stock  di¬ 
rectly  owned  by  the  other  because  each  of 
the  conditions  prescribed  In  paragraph  (b) 
(5)  (11)  of  this  section  is  satlshed  with  respect 
to  each  corporation’s  1970  taxable  year.  H 
owns  directly  60  percent  of  the  only  class  of 
stock  of  corporation  P  and  W  owns  the  re¬ 
maining  40  percent  of  the  P  stock.  Under  sub- 
paragraph  (2)  (Ul)  of  this  paragraph,  the 
stock  of  P  is  treated  as  owned  only  by  H  since 
H  owns  (directly  and  with  the  application  of 
the  rules  contained  In  paragraph  ( b )  ( 1 ) ,  ( 2 ) , 
(3),  and  (4)  of  this  section)  the  stock  pos¬ 
sessing  the  greatest  percentage  of  the  total 
value  of  shares  of  all  classes  of  stock  of  P. 
Accordingly,  on  December  31,  1970,  P  Is 
treated  as  a  component  member  of  a  brother- 
sister  group  consisting  of  M  and  P. 

Example  (3).  Unrelated  Individuals  A  and 
B  each  owns  one-half  of  all  the  outstanding 
stock  of  corporation  R,  which  In  turn  owns  70 
percent  of  the  only  class  of  outstanding  stock 
of  ooiToration  S.  ’The  remaining  30  percent 
of  the  stock  of  cOTporatlon  8  Is  owned  by  un¬ 
related  individual  C.  Under  the  attribution 
rule  of  paragraph  (b)  (4)  of  this  section,  A 
and  B  each  Is  considered  as  owning  35  per¬ 
cent  of  the  stock  of  corporation  S.  According¬ 
ly,  since  6  or  fewer  persons  own  at  least  80 
percent  of  the  stock  of  corporations  R  and  S 
and  also  own  more  than  50  percent  Identically 
(A  and  B’s  identical  ownership  each  Is  35 
percent),  on  December  31,  1970,  corporations 
R  and  8  are  treated  as  component  members  of 
the  same  brother-sister  contrcdled  group. 

Par,  22.  There  is  added  immediately 
following  §  1.1563-4  toe  following  new 
sections: 

§  1.1564  Statutory  provisions;  transi¬ 
tional  rules  in  the  case  of  certain 
controlled  corporations. 

8ec.  1564.  Transitional  rules  in  the  case 
of  certain  controlled  corporations — (a)  Lim¬ 
itation  on  additional  benefits — (1)  In  gen¬ 
eral.  With  respect  to  any  December  31  after 
1969  and  before  1975,  the  amount  of — 

(A)  Each  additional  $25,000  surtax  ex¬ 
emption  under  section  1562  in  excess  of 
the  first  such  exemption. 
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(B)  Each  additional  $100,000  amount  un> 
der  section  635(c)  (2)  and  (3)  in  excess 
of  the  first  such  amount,  and 

(C)  Each  additional  $25,000  limitation  on 
the  small  business  deduction  of  life  In¬ 
surance  companies  under  sections  804(a)  (4) 
and  809(d)  (10)  In  excess  of  the  first  such 
limitation, 

otherwise  allowed  to  the  component  mem¬ 
bers  of  a  controlled  group  of  corporations  for 
their  taxable  years  which  Include  such  De¬ 
cember  31  shall  be  reduced  to  the  amount 
set  forth  in  the  following  schedule: 


Taxable  years 
iiicludiug— 

Surtax 

exemption 

Amount 
under  sec. 

83.n(c) 

(2)  and  (3) 

Small 

business 

deduction 

limitation 

Dec.  31, 1970 . 

$20,833 

$83,333 

$20,833 

Dec.  31, 1971 . 

16,667 

66,667 

16,667 

Dec.  31,1972 . 

12,800 

60,000 

12,  .500 

Dec.  31,1973 . 

8,333 

33,333 

8,333 

Dec.  31, 1974 . 

4,167 

16,667 

4,167 

(2)  Election.  With  respect  to  any  Decem¬ 
ber  31  after  1969  and  before  1975,  the  com¬ 
ponent  members  of  a  controlled  group  of  cor¬ 
porations  shall  elect  (at  such  time  and  in 
such  mann,sr  as  the  Secretary  or  his  delegate 
shall  by  reg^ulations  prescribe)  which  com¬ 
ponent  member  of  such  group  shall  be  al¬ 
lowed  for  its  taxable  year  which  includes  such 
December  31  the  surtax  exemption,  the 
amount  under  section  535(c)  (2)  and  (3), 
or  the  small  business  deduction  limitation 
which  Is  not  reduced  under  paragraph  (1). 

(b)  Dividends  received  by  corporations — 
(1)  General  rule.  If — 

(A)  An  election  of  a  controlled  group  of 
corporations  (as  defined  In  paragraph  (1),  or 
In  so  much  of  paragraph  (4)  as  relates  to  par¬ 
agraph  (1) ,  of  section  1563(a) )  under  section 
1562(a)  (relating  to  privilege  of  a  controlled 
group  of  corporations  to  elect  to  have  each 
of  Its  component  members  make  its  returns 
without  regard  to  section  1561)  was  made  on 
or  before  April  22, 1969,  and 

(B)  Such  election  is  effective  with  respect 
to  the  taxable  year  of  each  component  mem¬ 
ber  of  such  group  which  includes  December 
81,  1969, 

then,  with  respect  to  a  dividend  distributed 
on  or  before  December  31,  1977,  out  of  earn¬ 
ings  and  profits  of  a  taxable  year  which  in¬ 
cludes  a  December  31  after  1969  and  before 
1976,  subsections  (a)  (3)  and  (b)  of  section 
243  (relating  to  dividends  received  by  cor¬ 
porations)  fcbftJi  be  applied  to  such  compo¬ 
nent  members  comprising  an  affiliated  group 
(as  defined  in  section  243(b)  (5) )  in  the 
manner  set  forth  In  paragraph  (2). 

(2)  Special  rules. 

(A)  An  election  under  section  243(b)(2) 
may  be  made  for  a  taxable  year  which  in¬ 
cludes  a  December  31  after  1969  and  before 
1975,  notwithstanding  that  an  election  under 
section  1562(a)  Is  In  effect  for  the  taxable 
year. 

(B)  Section  243(b)(1)(B)  (11)  shall  not 
apply  with  respect  to  a  dividend  distributed 
on  or  before  Droember  31,  1977,  out  of  earn¬ 
ings  and  profits  of  a  taxalde  year  which  in¬ 
cludes  a  December  31  after  1969  and  before 
1975  for  which  an  election  under  section 
1562(a)  is  in  effect,  and  in  lieu  of  the  per¬ 
centage  specified  in  section  243(a)(3)  with 
respect  to  such  dividend,  the  percentage 
shall  be  the  percentage  set  fcHth  in  the  fol¬ 
lowing  schedule: 


If  the  dividend  is  distributed 
out  of  the  earnings  and 
profits  of  the  distribut¬ 
ing  corporation’s  tax-  The  percent- 
able  year  which  in-  age  shall 
eludes —  be — 

December  31, 1970 _  87  percent. 

December  31, 1971 _  90  percent. 

December  31, 1972 _ _  92  >4  percent. 

December  31, 1973 _  95  percent. 

December  31. 1974 _ _  97)4  percent. 

(C)  For  taxable  years  which  include  a  De¬ 
cember  31  after  1969  for  which  an  election 
under  section  1562(a)  is  in  effect,  section 
243(b)  (3)  (C)  (v)  shall  not  be  applied  to 
limit  the  number  of  surtax  exemptions. 

(c)  Certain  short  taxable  years.  If — 

(1)  A  corporation  has  a  short  taxable  year 
beginning  after  December  31,  1969,  and  end¬ 
ing  before  December  31, 1974,  which  does  not 
include  a  December  31,  and 

(2)  Such  corporation  is  a  component 
member  of  a  controlled  group  of  corpora¬ 
tions  with  respect  to  such  taxable  year  (de¬ 
termined  by  applying  section  1563(b)  as  if 
the  last  day  of  such  taxable  year  were  sub¬ 
stituted  for  December  31) , 

then  subsections  (a)  and  (b)  shall  be  ap¬ 
plied  as  If  the  last  day  of  such  taxable  year 
were  the  necirest  December  31  to  such  day. 

[Sec.  1564  as  added  by  sec.  401(b).  Tax  Re¬ 
form  Act  1969  (83  Stat.  600)  ] 

§  1.1564—1  Limitations  on  additional 
benefits  for  members  of  controlled 
groups. 

(a)  In  general.  Section  1564(a)  (1) 
provides  that,  with  respect  to  any  De¬ 
cember  31  after  1969  and  before  1975, 
only  one  component  member  of  a  con¬ 
trolled  group  of  corporations  (as  de¬ 
fined  in  section  1563(a))  shall  be  al¬ 
lowed  the  full  amount  of — 

(1)  The  $25,000  surtax  exemption 
imder  section  1562  (relating  to  elec¬ 
tion  of  multiple  surtax  exemptions), 

(2)  The  $100,000  amount  under  sec¬ 
tion  535(c)  (2)  and  (3)  (relating  to  the 
accumulated  earnings  credit),  and 

(3)  The  $25,000  limitation  on  the  small 
business  deduction  of  life  insurance 
companies  under  sections  804(a)  (4)  and 
809(d) (10). 

The  amoimts  otherwise  allowed  to  the 
other  component  members  of  such 
controlled  group  for  their  taxable 
years  which  include  such  December  31 
shall  be  reduced  to  the  amoimts  set  forth 
in  the  following  schedule: 


^  Amount  Small 

Taxable  years  Surtax  under  sec.  business 
iucludiug—  exemption  635(c)  (2)  deduction 

and  (3)  limitation 

Dec.  31, 1970 .  $20,833  $83,333  $20,833 

Dec.  31, 1971 .  16,667  66,-667  16,667 

Dec.  31,1972 _  12,800  60,000  12,800 

Dec.  31, 1973.„ .  8,333  33,333  8,333 

Dec.  31, 1974 _  4,167  16,667  4,167 


(b)  Election.  (1)  Section  1564(a)(2) 
provides  that,  with  respect  to  any  De¬ 
cember  31  after  1969  and  before  1975, 
the  component  members  of  a  controlled 


group  of  corporations  shall  elect  which 
component  member  or  members  of  such 
group  shall  be  allowed  for  their  tax¬ 
able  years  which  includes  such  Decem¬ 
ber  31  the  full  amoimts  described  in  par¬ 
agraph  (a)(1), (2),  and  (3)  of  this  sec¬ 
tion.  In  making  such  election,  the  mem¬ 
bers  may  allocate  such  full  amounts 
among  themselves  in  any  manner  they 
choose.  For  example,  the  group  may  se¬ 
lect  one  of  its  members  to  receive  the 
full  amount  of  the  $25,000  surtax  ex¬ 
emption  under  section  1562  and  another 
of  its  members  to  receive  the  full  $100,- 
000  amount  under  section  535(c)  (2) ,  or  it 
may  select  one  of  its  members  to  claim 
both  such  full  amounts. 

(2)  The  selection  shall  be  made  with 
respect  to  a  particular  December  31  and 
shall  be  valid  only  if  each  corporation 
which  is  a  component  member  of  the 
controlled  group  on  such  December  31 
gives  its  consent.  The  consents  shall  be 
made  by  means  of  a  statement,  signed 
by  persons  duly  authorized  to  act  on 
behalf  of  each  of  the  component  mem¬ 
bers,  stating  which  member  has  been  se¬ 
lect^  to  receive  the  amount  which  is 
not  reduced  under  paragraph  (a)  of  this 
section.  The  member  so  selected  shall  at¬ 
tach  the  statement  to  its  income  tax  re¬ 
turn  for  the  taxable  year  including  such 
December  31.  The  statement  shall  set 
forth  the  name,  address,  employer  iden¬ 
tification  number,  and  taxable  years  of 
each  of  the  other  component  members 
of  the  controlled  group.  Such  other 
members  shall  attach  a  copy  of  the  state¬ 
ment  to  their  income  tax  returns  for 
their  taxable  years  including  such  De¬ 
cember  31.  An  election  plan  adopted  by 
a  controlled  group  with  resllect  to  a  par¬ 
ticular  December  31  shall  be  valid  only 
for  the  taxable  year  of  each  member  of 
the  group  which  includes  such  Decem¬ 
ber  31. 

[PR  Doc.71-12890  PUed  0-3-71;8:45  amj 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Stabilization  and 
Conservation  Service 

[7  CFR  Part  7291 
PEANUTS 

Peanut  Acreage  Allotments  and 
Marketing  Quotas 

Notice  is  hereby  given  that  pursuant  to 
applicable  provisions  of  the  Agricultural 
Adjustment  Act  of  1938,  as  amended  (7 
U.S.C.  1358,  1359,  1375),  the  Department 
proposes  to  amend  the  Regulations  for 
Determination  of  Acreage  Allotments 
and  Mareting  Quotas  for  1969  and  Sub¬ 
sequent  Crops  of  Peanuts  (33  F.R.  18351, 
as  amended).  The  purpose  of  this 
amendment  would  be  to  implement  Pub¬ 
lic  Law  92-62  approved  August  3,  1971, 
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and  to  make  miscellaneous  changres  as 
follows: 

(1)  Reference  to  Commodity  Pro¬ 
grams  Division,  ASCS,  would  be  changed 
to  Commodity  Stabilization  Division  in 
§  729.6(b)(5). 

(2)  Downward  adjustments  in  pre¬ 
liminary  allotments  for  old  peanut  farms 
by  the  State  and  county  committees  cur¬ 
rently  authorized  in  S  729.12(c)  would 
be  discontinued  and  upward  ajustments 
in  such  allotments  currently  authorized 
in  S  729.12(d)  would  be  covered  by  State 
reserve  provisions  to  be  added  to  §  729.13. 

(3)  Sections  729.16  and  729.18  would 
be  revised  to  implement  the  recent 
amendments  of  section  358  (d)  and  (f )  of 
the  Act  so  that  a  State  reserve,  rather 
than  a  national  reserve,  for  new  farms 
would  be  authorized. 

(4)  Section  729.20  would  be  amended 
so  that  new  growers  lacking  the  experi¬ 
ence  requirement  would  be  eligible  for  a 
new  farm  peanut  allotment  only  if  acre¬ 
age  is  available  in  the  new  farm  State 
reserve,  and  after  consideration  has  been 
given  to  new  growers  meeting  all  eligibil¬ 
ity  conditions. 

(5)  Section  729.33(c)  would  be 
amended  to  authorize  issuance  of  a 
within  quota  card  in  cases  where  initial 
certification  is  made  and  the  producer 
has  peanuts  ready  for  market  but  has  not 
completed  digging  of  all  peanuts. 

(6)  Section  729.43  would  be  amended 
to  include  a  new  paragraph  establishing 
the  basic  penalty  rate  for  the  1971  crop 
of  peanuts. 

(7)  Section  729.69(u)  (3)  would  be 
amended  to  modify  the  procedure  for 
cancellation  of  transfers  so  that  such 
cancellation  would  not  be  effective  for 
the  current  marketing  year  in  cases  of 
Incorrect  Information  unknowingly  fur¬ 
nished  by  the  producer  or  in  cases  of 
error  by  the  county  committee. 

Prior  to  the  issuance  of  the  proposed 
change  in  the  regulations,  any  data, 
views  or  recommendations  pertaining 
thereto  which  are  submitted  in  writing 
to  the  Director,  Commodity  Stabilization 
Division,  Agricultural  Stabilization  and 
Conservation  Service,  U.S.  Department 
of  Agriculture,  Washington,  D.C.  20250, 
will  be  given  consideration.  To  be  sxire 
of  consideration,  such  submissions 
should  be  postmarked  not  later  than  15 
days  from  the  date  of  publication  of  this 
notice  in  the  Federal  Register. 

All  written  submissions  made  pursuant 
to  this  notice  will  be  made  available  for 
public  inspection  at  such  times  and 
places  and  in  a  manner  convenient  to  the 
public  business  (7  CFR  1.27(b) ). 

It  is  proposed  that  the  Regulations  for 
Determination  of  Acreage  Allotments 
and  Marketing  Quotas  for  1969  and  Sub¬ 
sequent  Crops  of  Peanuts  (33  P.R.  18351, 
as  amended)  be  amended  as  follows; 

1.  Subparagraph  (5)  of  paragraph  (b) 
of  S  729.6  is  revis^  to  read  as  follows: 

§  729.6  Definitions. 

*  •  •  •  • 

(b)  Peanut  program  terms.  *  *  » 

(5)  Director.  The  Director  or  Acting 
Director  of  the  Commodity  Stabilization 
Division,  Agricultural  Stabilization  and 
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Conservation  Service,  U.S.  Department  of 
Agriculture. 

•  •  •  •  • 

2.  Section  729.12  Is  revised  to  read 
as  follows: 

§  729.12  Determination  of  preliminary 
allotment. 

For  each  old  farm  the  coimty  commit¬ 
tee  shall  determine  a  preliminary  allot¬ 
ment  for  the  current  year.  Preliminary 
allotments  shall  be  determined  as 
follows: 

(a)  If  a  farm  allotment  was  not  estab¬ 
lished  for  the  preceding  year  for  a  farm 
which  was  eligible  to  receive  an  allotment 
for  such  year,  the  coimty  committee  shall 
determine  an  acreage  for  the  farm  which 
shall  be  the  preceding  year  farm  allot¬ 
ment  for  purposes  of  establishing  a  pre¬ 
liminary  allotment  for  the  farm.  Such 
acreage  shall  be  established  in  accord¬ 
ance  with  the  marketing  quota  regula¬ 
tions  applicable  to  the  crop  of  peanuts 
produced  in  the  preceding  year. 

(b)  For  each  farm  the  county  commit¬ 
tee  shall  compare  the  preceding  year 
farm  history  acreage  with  the  farm  allot¬ 
ment  established  for  such  year,  and  if 
the  farm  peanut  history  acreage  is  less 
than  75  percent  of  the  farm  allotment, 
determine  the  average  of  the  farm  peanut 
allotment  and  the  farm  peanut  history 
acreage  for  the  preceding  year.  The  aver¬ 
age  so  determined  shall  be  the  prelimi¬ 
nary  allotment  for  the  farm  for  the  pur¬ 
pose  of  determining  the  farm  allotment 
for  the  current  year. 

(c)  The  preliminary  allotment  for 
each  old  farm  shall  be  the  preceding  year 
farm  allotment  minus  any  adjustment 
made  pursuant  to  i>aragraph  (b)  of  this 
section. 

3.  Section  729.13  is  revised  to  read  as 
follows: 

§  729.13  Reserve  for  oorreclions,  missed 
farms,  and  inequities. 

(a)  The  State  committee  may  estab¬ 
lish  a  reserve  acreage  for  the  correction 
of  errors  in  farm  allotments  and  to  estab¬ 
lish  allotments  for  missed  farms  and  for 
inequities.  Such  acreage  shall  not  exceed 
10  percent  of  the  State  allotment  and 
shall  first  be  used  for  correction  of  er¬ 
rors  and  for  missed  farms,  to  the  extent 
available,  before  considering  any  adjust¬ 
ments  for  Inequities. 

(b)  The  State  Committee  may  make 
acreage  from  the  State  reserve  estab¬ 
lished  under  this  section  available  to  the 
county  committees  for  making  upward 
adjustments  in  farm  allotments.  The 
county  committee  shall  examine  the  pre¬ 
ceding  year’s  farm  allotment  for  each 
farm  and  may  adjust  such  allotment  up¬ 
ward  if  it  determines  that  such  action 
is  necessary  to  obtain  an  allotment  for 
the  farm  which  is  equitable  when  com¬ 
pared  with  other  similar  old  farms  in 
the  locality.  Upward  adjustments  shall 
be  made  on  the  basis  of  the  farm  peanut 
history  acreage  for  the  base  period ;  labor 
and  equipment  available  for  the  produc¬ 
tion  of  peanuts;  crop-rotation  practices; 
and  soil  and  other  physical  factors  affect¬ 
ing  the  production  of  peanuts. 
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4.  Paragraph  (a)  of  §  729.16  is  revised 
to  read  as  follows: 

§  729.16  Limitations  on  new  farm  allot¬ 
ments. 

(a)  Not  more  than  1  per  centum  of  the 
State  acreage  allotment  shall  be  appor¬ 
tioned  among  new  farms. 

•  *  *  *  • 

5.  Section  729.18  is  revised  to  read  as 
follows; 

§729.18  Establishment  of  State  reserve 
for  new  farms. 

In  addition  to  the  acreage  established 
in  the  State  reserve  for  correction, 
missed  farms  and  inequities  under 
§  729.13,  the  State  committee  may  es¬ 
tablish  a  State  reserve  for  new  farms 
based  on  estimated  requirements  in  an 
amoimt  not  to  exceed  1  F>er  centum  of 
the  State  allotment. 

6.  Section  729.20  is  revised  to  read  as 
follows: 

§  729.20  Establishing  new  farm  allot¬ 
ments  for  eligible  applicants  lacking 
experience. 

If  the  total  of  the  acreage  required  to 
establish  allotments  for  all  new  farms  in 
the  State  which  are  eligible  under 
§  729.19,  is  less  than  the  acreage  avail¬ 
able  in  the  State  reserve  under  §  729.16, 
for  establishing  such  allotments,  the  bal¬ 
ance,  upon  approval  by  the  State  com¬ 
mittee,  shall  be  available  for  establishing 
new  farm  allotments  for  farms  for  which 
a  written  application  is  filed  by  the  farm 
operator  at  the  office  of  the  county  com¬ 
mittee  on  or  before  March  1  of  the  year 
for  which  the  allotment  is  requested  and 
the  conditions  of  eligibility  of  paragraphs 
(a)  and  (b)  (2)  through  (6)  of  S  729.19 
are  met.  Such  farm  operators  are  not  re¬ 
quired  to  meet  the  peanut  experience  re¬ 
quirement  of  §  729.19(b)  (7). 

7.  Paragraph  (c)  of  §  729.33  is  revised 
to  read  as  follows: 

§  729.33  Issuance  of  marketing  cards. 

•  *  *  •  • 

(c)  Within  quota  card.  A  farm  is 
eligible  for  a  within  quota  card  where 
the  final  acreage  is  not  in  excess  of  the 
effective  farm  allotment  and,  in  the  case 
of  federally  owned  land,  is  not  in  excess 
of  the  smaller  of  the  effective  farm  allot¬ 
ment  or  the  acreage  permitted  by  the 
lease  or  operating  agreement.  A  farm  is 
also  digible  for  a  within  quota  card  based 
on  a  producer’s  initial  certification 
where  a  producer  has  peanuts  ready  for 
market,  but  has  not  completed  digging 
all  peanuts  and  cannot  make  a  final  cer¬ 
tification  of  dug  acreage. 

•  «  •  *  « 

8.  A  new  paragraph  (d)  is  added  to 
§  729.43  to  read  as  follows; 

§  729.43  Penalty  rate. 

*  *  *  «  * 

(d)  1971  crop.  The  basic  support  price 
for  peanuts  for  the  marketing  year  be¬ 
ginning  August  1,  1971,  and  ending  July 
31,  1972,  is  $268.50  per  ton  or  13.42  cents 
per  pound.  ’Therefore,  the  basic  pen¬ 
alty  rate  for  the  1971  crop  of  peanuts  is 
10.1  cents  per  pound. 

9.  Section  7729.69(u)  (3)  is  revised  to 
read  as  follows: 
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§729.69  Terms  and  conditions  applira* 
ble  to  transfer  under  section  358a 
of  the  act. 

•  •  «  •  • 

(u)  County  committee  action.  •  •  • 

(3)  Cancellation  of  transfers.  Any 
transfer  approved  on  the  basis  of  incor¬ 
rect  information  furnished  by  the  parties 
to  the  transfer  agreement  or  approved 
due  to  error  by  the  county  committee 
shall  be  canceled  as  of  the  date  of  ap¬ 
proval.  However,  such  cancellation  shall 
not  be  effective  for  the  current  market¬ 
ing  year  if: 

(i)  The  transfer  approval  was  made 
on  the  basis  of  incorrect  information  un¬ 
knowingly  furnished  in  good  faith  by  the 
parties  to  the  transfer  agreement,  or  the 
transfer  approval  was  made  in  error  by 
the  county  committee,  and 

(ii)  The  parties  to  the  transfer  agree¬ 
ment  were  not  notified  of  the  cancella¬ 
tion  prior  to  planting  of  the  crop. 

•  •  •  •  • 

Where  cancellation  of  a  transfer  is  re¬ 
quired,  the  county  committee  shall  issue 
revised  notices  of  allotment  showing  the 
reasons  for  cancellation. 

Signed  at  Washington,  D.C.,  on  Sep¬ 
tember  2,  1971. 

Carroll  G.  Brunthaver, 
Acting  Administrator.  Agricul¬ 
tural  Stabilization  and  Con¬ 
servation  Service. 

(FR  Doc.71-13200  Piled  9-3-71;9;50  am] 
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[7  CFR  Part  1464] 
BURLEY  TOBACCO 


Proposed  Advance  Rates  by  Grade 
for  1971  Crop 


Notice  is  hereby  given  that  imder  the 
Tobacco  Loan  Program  published 
June  18,  1970  (35  F.R.  1000),  and 
amended  June  17,  1971  (36  F.R.  11634, 
12509),  CCC  proposes  to  establish  ad¬ 
vance  rates  by  grade  for  1971  crop  Bur¬ 
ley  tobacco,  type  31,  at  the  rates  set  out 
in  the  column  headed  “Proposed  Advance 
Rate”  in  the  table  below. 

Under  sectiem  106  of  the  Agricultural 
Act  of  1949  (7  UB.C.  1445) ,  Burley  to¬ 
bacco  must  be  supported  at  the  level  of 
71.5  cents  per  poimd.  That  statute  pro¬ 
vides  that  the  support  level  for  any 
year’s  crop  will  be  the  1959  crop  support 
level  adjusted  by  the  ratio  of  average 
prices  paid  by  farmers  during  the  most 
recent  3-calendar-year  period  to  the  1959 
average  of  such  prices.  The  1959  support 
level  was  57.2  cents  per  pound  for  Burley 
tobacco.  The  average  index  of  prices  paid 
by  farmers  is  373  for  the  calendar  years 
1968-70,  and  298  for  calendar  year  1959. 
Accordingly,  the  1971  support  level  is 
determined  as  follows: 


__  -  373  , 


As  authorized  by  section  403  of  the 
Agricultural  Act  of  1949  (7  UB.C.  1423), 
adjustments  are  proposed  for  differences 
in  grade  values.  On  the  basis  of  the  antic¬ 
ipated  percentage  of  each  grade  in  the 
1971  Burley  crop,  as  indicated  by  the 
percentage  distribution  of  grades  in  the 
1961-70  crops,  grade  differences  will  be 
fixed  so  that  the  support  price  for  the 
1971  crop  will  average  the  required  71.5 
cents  per  pound. 


The  columns  in  the  table  below,  in 
addition  to  the  column  headed  “Proposed 
Advance  Rate,”  contains  information 
with  respect  to  the  major  factors  con¬ 
sidered  by  CCC  in  evaluating  grade  dif¬ 
ferences.  They  are  included  in  this  table 
as  an  aid  to  persons  who  may  desire  to 
submit  comments  and  recommendations 
on  the  proposed  rates. 


Grade  Auction  1970  crop  All  crops 

distri-  1970  bid  prices  receivod  under  loan  at 

Proposed  button  crop - under  loan—  Apri  30,  1971 — 

Grade  advance  (Average  advance  1970  Average  as  percent  as  percent  of 

rate  •  .  1!I61-  rate  crop  1968-70  of  grade  grade  market- 

1970)  crops  marketings  ings  of  an 

average  crop 


(Cents  per 

pound) 

(Percent) 

(Cents  Mr  pound) 

(Percent) 

HIF . 

.  77.26 

1. 107 

76.26 

76 

75 

56.2 

294.3 

B2K . 

.  76.26 

5.686 

74.25 

76 

74 

11.9 

119. 4 

B3F . 

.  76.25 

10. 114 

73.25 

76 

74 

8.0 

97.9 

B4F . 

.  74.28 

6.260 

71.25 

74 

72 

4.4 

44.1 

B6F . 

.  73. 25 

1.104 

69.25 

73 

71 

4.8 

23.8 

BlFR . 

.  73. 25 

.053 

72.25 

74 

73 

4.6 

109.4 

B2FR . 

.  72.25 

.529 

70.26 

73 

72 

2.1 

61.8 

B3FR . 

.  71.25 

3.441 

68.25 

73 

71 

2.3 

28.6 

B4FR . 

.  70. 25 

5.073 

66.25 

72 

70 

2.4 

14.6 

B5FR . 

.  68. 25 

1.641 

64.25 

70 

69 

3.5 

6.2 

BIR . 

.  71.25 

.002 

68.25  .. 

B2R . 

.  69.25 

.054 

66.25 

72. 

70 

.6 . 

B3R . 

.  68.25 

.895 

64.25 

71 

69 

1.2 

1.3 

B4R . 

.  67.25 

2.840 

63.25 

69 

68 

2.2 

6.8 

B5R . 

.  64.25 

1.215 

60.25 

67 

66 

.8 

1.4 

B4I) . 

.  65. 25 

.036 

60.25 

66 

65 

.6 

1.1 

BSD . 

.  81. 25 

.086 

46.25 

63 

63  ... 

1.8 

B3K . 

.  69. 25 

.218 

66. 25 

71 

70 

7.2 

10.3 

B4K . 

.  66. 25 

.396 

62.25 

69 

68 

1.8 

.4 

nsK . 

.  60. 25 

.247 

55. 25 

66 

65 

1.0 . 

B3M . 

.  72. 25 

.315 

68.25 

74 

72 

2.7 

8.7 

B4M . 

.  69. 25 

.3,89 

65.25 

72 

70 

3.2 

7.4 

B5M . 

.  62  . 25 

.214 

67.25 

68 

67 

.3 

.4 

B3VF..... . 

.  73. 25 

1. 140 

70.25 

72 

71 

21.4 

65.3 

B4VF . 

.  70. 25 

1.011 

67.25 

71 

70 

13.9 

33.5 

B.SVF . 

.  67.25 

.274 

63. 25 

69 

68 

7.7 

11.8 

B3VR . 

.  64. 25 

.252 

60.  25 

68 

67 

1.0 

1.2 

B4VR . 

.  62.25 

1. 155 

58.25 

66 

66 

.7 

.9 

B5VB . 

.  69  M 

.665 

54.25 

65 

85 

.1 

.1 

B3GF . 

.  66.25 

.062 

62.25 

65 

65 

11.9 

12.8 

B4GF . 

.  64.25 

.288 

60.25 

65 

65 

6.2 

7.4 

BSGF . 

.  60.25 

.244 

55.25 

63 

63 

1.4 

1.3 

B3GR . 

.  57.25 

.016 

52.25  .. 

.  --- 

.7 . 

B4GR . 

.  54.25 

.270 

49.25 

62 

63 

.1 

.1 

B5GR . 

.448 

46. 25 

61 

62 

.1 

.1 

T3F . 

. .  73.25 

.026 

70.26 

73 

72 

1.1 

71.8 

T4F . 

.  69.25 

.141 

66.25 

72 

70 

2.2 

13.2 

T5F. . 

.  66.25 

.030 

62.25 

69 

68 

3.3 

6.1 

T3FR . 

. .  69.25 

.082 

66.25 

71 

70 

2.0 

18.2 

T4FR . 

1.230 

63.25 

70 

69 

2.4 

11.6 

T5FR . 

. .  64.25 

.247 

60.25 

67 

66 

1.2 

4.8 

(O  2ft 

.039 

68. 25 

70 

68  ... 

T4R . 

1.352 

65.25 

67 

66 

.1 

.1 

T8R . 

.473 

50.25 

65 

64  ... 

.1 

T4I) . 

.073 

49.25 

63 

63 

.2 

.2 

TSI) . 

.070 

46.25 

60 

61 

.3 . 

T4K . 

. .  63.25 

.146 

48.25 

85 

64  ... 

T61C . 

.082 

46.25 

63 

62  ... 

T4VF . 

.124 

61.25 

68 

67 

4.3 

4.6 

T6VF . 

.028 

67.26 

67 

65 

.4 

.2 

T4VR . 

. .  87.25 

.824 

62.26 

64 

64 

.1 

.1 

T5VR . 

.264 

47.26 

63 

63 

.1 

.1 

T4GF . 

.060 

64.25 

62 

63 

.6 

.3 

T6GF . 

. .  84.28 

.030 

49.25 

61 

62 

.3 . 

T4GR . 

. .  61. 28 

.376 

46.26 

69 

62 

.1 . 

TSOR . 

,449 

43. 25 

69 

60 

.2 

.1 

CIL . 

.016 

79.25  .. 

69.9 

367.7 

C2L . 

.033 

78.26 

78 

77 

20.2 

360.9 

C3L . 

. .  78.25 

.143 

77.25 

77 

76 

13.9 

193.2 

C4L . 

.232 

76.26 

77 

76 

12.9 

149.6 

C5L . 

.090 

73.26 

76 

74 

4.3 

117.8 

GIF . 

.116 

79.26 

79 

78 

85.6 

406.6 

C2F . 

.639 

78.26 

78 

77 

42.8 

37.2 

C3F . 

3.208 

77.25 

77 

76 

42.2 

235.9 

C4F . 

7.277 

76.25 

77 

76 

22.6 

190.6 

C.IF . 

4.632 

73.26 

78 

74 

6.3 

117.  6 

C3K . 

.112 

70.26 

73 

72 

.  10.2 

10.3 

C4K . 

.203  ' 

68.25 

72 

71 

9.8 

1.0 

C.SK . 

.116 

62.25 

69 

67 

2.9 

.1 

C3M . 

. .  74. 25 

.260 

72.26 

76 

74 

1.9 

1.3 

C4M . 

.625 

69.26 

75 

73 

1.8 

.7 

C5M . 

. .  68.  25 

.321 

64.25 

73 

71 

1.2 

.4 

C3V . 

.128 

74.26 

75 

74 

27.4 

13.6 

C4V . 

.191 

71.26 

74 

73 

11.8 

4.2 

C6V . 

.  69.25 

.083 

65.25 

71 

70 

82 

1.3 

C40 . 

.021 

69.26 

67 

67 

1.7 

.2 

060 . 

.  68.25 

.026 

68.25 

64 

65 

.3 . 

XIL . 

.026 

79.25  .. 

78 

100.0 

19.6 

X2L . 

.186 

78.26 

78 

77 

61.2 

17.2 

See  footnote  at  end  of  table. 
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Grade 

Proposed 
advance 
rate  > 

Grade 
distil- 
bution 
(Average  t 
1961- 
1970) 

1970 

Auction 
bid  prices 

1970  crop  All  crops 

received  under  loan  at 

iiider  loan—  Apr.  30,  1971— 
as  percent  as  percent  of 
of  grade  grade  market- 
marketings  Ings  of  an 

average  crop 

advance 

rate 

1970 

crop 

Average 

1968-70 

crops 

(Cents  per 

pound) 

(Percent) 

(Cents  per  pound) 

(Percent) 

X3L . 

.  78.26 

.726 

77. 25 

78 

77 

7.8 

7.7 

X4L . 

.  77.26 

1. 128 

74.25 

76 

75 

4.2 

3.0 

X5L . 

.  76.26 

.345 

71.25 

75 

73 

5.1 

4.  1 

XIF . 

.  80.26 

.039 

79.25 

79 

78 

2.5.3 

21.1 

X2F . 

.  79.25 

.563 

78.25 

78 

77 

75.3 

19.3 

X3F . 

.  78. 26 

4.087 

77.25 

78 

77 

15.2 

11.4 

X4F . 

-  77.26 

8.793 

75.25 

77 

75 

8.6 

6.  5 

X5F . 

.  76.26 

3.656 

72. 25 

75 

73 

7.8 

6.0 

X4M . 

.  73.26 

.357 

69.26 

75 

73 

2.6 

.8 

X5M . 

.  66.26 

,279 

61.25 

71 

69 

1.2 

.2 

X40 . 

.  67.26 

.048 

62.  25 

70 

68 

2.9 

.4 

X6G . 

.  60.26 

.0.50 

66.25 

65 

65 

2.6 

.3 

MIF . 

.  77.26 

.233 

76.25 

77 

18.2 

.  1 

M2F . 

.  76.26 

.447 

75.25 

77 

10.6 

.  8 

M3F . 

.  78.26 

1. 136 

73.25 

75 

74 

3.2 

1.3 

M4F . . 

.  71. 26 

1. 108 

68.25 

74 

72 

2. 1 

19.2 

M5F . . . 

.  68.25 

.553 

64.25 

70 

69 

5. 1 

9.82 

M3FR . 

.  64.26 

.016 

60.25 

74 

6.5 

M4FR . 

-  60.25 

.  039 

56.25 

71 

67  . 

1.3 

M5FR . . 

.  65.25 

.061 

51.25 

66 

64 

.1 

.9 

NIL . . 

.  70.26 

1.  567 

67. 25 

72 

70 

11.3 

30.2 

N2L . . 

.  62. 25 

.938 

58.25 

65 

65 

2.4 

6.5 

NIF . . 

.  64.25 

.410 

60.25 

67 

66 

5.2 

45.9 

NIR . . 

.  ,50. 25 

.295 

46.25 

62 

61 

.1 

.3 

N2R . . 

.  44. 25 

.  1.52 

40.  25 

62 

60 

.3 . 

NIG . 

.  48. 26 

.765 

44.  25 

69 

60 

.8 

.9 

N20 . 

..  44.25 

.636 

40.25 

55 

55 

1.1 

.5 

Unsound,  wet,  no  Rrade,  scrap.. 

0 

4.  328 

0 

Total . 

.  68. 98481 

100.000  .. 

a5 

5.5.9 

Loan  rate — erade  distribution  extension . 

68.98481 

AdjustTnent  for  estimated  returns  wliich  producers  will  realize  from  sale  of  no  grade,  unsound,  wet  and 

scran  tobacco  (4.328  percent  at  55.2A  cents  per  iK>und) - 

2.  39122 

Adjustment  to  exclude  resales  Included  In  al>ove  grade  distribution  percentages  (average  cents  i)er  pound 

by  which  market  average  of  producer  sales  exceede<l  market  average  of  gross  sales— 1901-1070  crops) _ 

.  12400 

Level  of  support  provided  by  proirosed  scherliilc . 

71.  .50003 

Level  of  support  reriuired . 

71.  50 

•  Only  theorlRinal  producer  Is  ellftlble  to  receive  advances.  Tobacco  graded  “U”  (uii.sound),  “W”  (wet),  ‘‘No-O" 
(no  grade),  or  scrap  will  not  be  accepted.  ('oo|)eratives  are  authorized  to  deduct  25  cents  per  hundred  [lounds  to  apply 
against  overhead  costs. 


Consideration  will  be  given  to  data, 
views,  and  recommendations  pertaining 
to  the  advance  rates  set  out  in  this  notice 
which  are  submitted  in  writing  to  the 
Director,  Tobacco  Division,  Agriculture 
Stabilization  and  Conservation  Service, 
U.S.  Department  of  Agriculture,  Wash¬ 
ington,  D.C.  20250. 

All  written  submissions  received  pur¬ 
suant  to  this  notice  will  be  made  avail¬ 
able  for  public  inspection  at  such  times 
and  places  and  in  a  manner  convenient 
to  the  public  business  (7  CFR  1.27(b)). 
All  submissions,  in  order  to  be  sure  of 
consideration,  must  be  received  not  later 
than  25  days  from  the  date  of  publica¬ 
tion  of  this  notice  in  the  Federal 
Register. 

Effective  date:  Upon  publication  in  the 
Federal  Register  (9-4-71). 

Signed  at  Washington,  D.C.,  on 
August  27,  1971. 

Kenneth  E.  Frick, 
Executive  Vice  President. 

Commodity  Credit  Corporation. 

[PR  Doc.71-12915  FUed  9-3-71;8:45  am] 


Consumer  and  Marketing  Service 
[  7  CFR  Part  929  1 

CRANBERRIES  GROWN  IN  CERTAIN 
STATES 

Minimum  Exception 
Notice  is  hereby  given  that  the  Depart¬ 
ment  is  considering  a  proposed  amend¬ 


ment,  as  hereinafter  set  forth,  of  §  929.101 
Minimum  exemption,  pursuant  to  the 
applicable  provisions  of  the  marketing 
agreement,  as  amended,  and  Order  No. 
929,  as  amended  (7  CTR  Part  929),  regu¬ 
lating  the  handling  of  cranberries  grown 
in  the  States  of  Massachusetts,  Rhode 
Island,  Connecticut,  New  Jersey,  Wis¬ 
consin,  Michigan,  Minnesota,  Oregon, 
Washington,  and  Long  Island  in  the 
State  of  New  York,  effective  under  the 
Agricultural  Marketing  Agreement  Act 
of  1937,  as  amended  (7  U.S.C.  601-674). 
The  amendment  of  said  rules  and  regu¬ 
lations  was  proposed  by  the  Cranberry 
Marketing  Committee,  established  under 
said  amended  marketing  agreement  and 
order,  as  the  agency  to  administer  the 
terms  and  provisions  thereof. 

The  recommendation  by  the  committee 
reflects  the  fact  that  handlers  handling 
cranberries  in  amounts  of  75  barrels  or 
less  during  a  fiscal  period  are  compara¬ 
tively  few  in  number  and  the  cost  in¬ 
volved  to  insure  that  such  small  amounts 
of  cranberries  are  handled  as  provided 
under  the  assessment  and  withholding 
requirements  of  the  order  has  proved  to 
be  excessive.  Accordingly,  it  is  proposed 
that  §  929.101  be  amended  to  read  as 
follows: 

§929.101  Minimum  exemption. 

The  requirements  of  §  929.41  Assess¬ 
ments  and  §  929.54  Withholding  shall 
not  apply  to  any  handler  in  a  fiscal  year 
during  which  he  handles  not  more  than 
a  total  of  75  barrels  of  cranberries. 

All  pers<ms  who  desire  to  submit  writ- 
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ten  data,  views,  or  arguments  in  con¬ 
nection  with  the  proposed  amendment 
shotild  file  the  same,  in  quadruplicate, 
with  the  Hearing  Clerk,  U.S.  Department 
of  Agriculture.  Room  112-A,  Adminis¬ 
tration  Building,  Washington,  D.C. 
20250,  not  later  than  the  10  th  day  after 
publication  of  this  notice  in  the  Fed¬ 
eral  Register.  All  written  submissions 
made  pursuant  to  this  notice  will  be 
made  available  for  public  inspection  at 
the  Office  of  the  Hearing  Clerk  during 
regular  business  hours  (7  CFR  1.27(b) ). 

Dated:  September  1,  1971. 

Paul  A.  Nicholson, 
Deputy  Director.  Fruit  and  Veg¬ 
etable  Division.  Consumer 
and  Marketing  Service. 

|PR  Doc.71-13107  Piled  9-3-71:8:54  am] 


[7  CFR  Part  946) 

IRISH  POTATOES  GROWN  IN 
WASHINGTON 

Notice  of  Proposed  Expenses  and 
Rate  of  Assessment 

Consideration  is  being  given  to  the 
approval  of  the  proposed  expenses  and 
rate  of  assessment,  hereinafter  set  forth, 
which  were  recommended  by  the  State 
of  Washington  Potato  Committee,  estab¬ 
lished  pursuant  to  Marketing  Agreement 
No.  113  and  Order  No.  946  (7  CFR  Part 
946). 

This  marketing  order  program  regu¬ 
lates  the  handling  of  Irish  potatoes 
grown  in  Washington,  and  is  effective 
under  the  Agricultural  Marketing  Agree¬ 
ment  Act  of  1937,  as  amended  (7  U.S.C. 
601  etseq.). 

All  persons  who  desire  to  submit  writ¬ 
ten  data,  views,  or  arguments  in  connec¬ 
tion  with  these  proposals  may  file  the 
same,  in  quadruplicate,  with  the  Hearing 
Clerk,  Room  112-A,  U.S.  Department  of 
Agriculture,  Washington,  D.C.  20250,  not 
later  than  the  15th  day  after  publica¬ 
tion  of  this  notice  in  the  P^deral  Regis¬ 
ter.  All  written  submissions  made  pursu¬ 
ant  to  this  notice  will  be  available  for 
public  inspection  at  the  office  of  the 
Hearing  Clerk  during  regular  business 
hours  (7  CFR  1.27(b)). 

The  proposals  are  as  follows: 

§  946.224  F,xpcnse»  and  rate  of  assess- 
niont. 

(a)  The  reasonable  expenses  that  are 
likely  to  be  incurred  during  the  fiscal 
year  ending  May  31,  1972,  by  the  State 
of  Washington  Potato  Committee  for  its 
maintenance  and  functioning  and  for 
such  other  purposes  as  the  Secretary  may 
determine  to  be  appropriate  will  amount 
to  $9,350. 

(b)  The  rate  of  assessment  to  be  paid 
by  each  handler  in  accordance  with  the 
said  marketing  agreement  and  this  part 
shall  be  one-tenth  cent  ($0,001)  per 
hundredweight,  or  equivalent  quantity, 
of  potatoes  handled  by  him  as  the  first 
handler  thereof  during  said  flscal  pe¬ 
riod:  Provided.  That  potatoes  for  can¬ 
ning,  freezing,  and  “other  processing”  as 
defined  in  the  recent  amendment  to  the 
act  (Public  Law  91-196)  shall  be  exempt. 

(c)  Unexpended  income  in  excess  of 
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PROPOSED  RULE  MAKING  . 


expenses  for  the  fiscal  year  ending  May 
31, 1972,  may  be  carried  over  as  a  reserve. 

(d)  Terms  used  In  this  section  have 
the  same  meaning  as  when  used  in  the 
said  marketing  agreement  and  this  part. 
(Secs.  1-19,  48  Stat.  31,  as  amended;  7  U.S.C. 
601-674) 

Dated:  September  1,  1971. 

Paul  A.  Nicholson, 
Deputy  Director,  Fruit  and  Veg¬ 
etable  Division.  Consumer  and 
Marketing  Service. 

(FR  Doc.71-13106  Piled  9-3-71:8:54  am) 

DEPARTMENT  OF 
TRANSPORTATION 

Federal  Aviation  Administration 
[  14  CFR  Part  71  1 

(Airspace  Docket  No.  71-SO-91J 

TRANSITION  AREA 
Proposed  Alteration 

The  Federal  Aviation  Administration 
(FAA)  is  considering  an  amendment  to 
Part  71  of  the  Federal  Aviation  Regula¬ 
tions  that  would  alter  the  Pensacola,  Fla., 
transition  area. 

Interested  persons  may  participate  in 
the  proposed  rule  making  by  submitting 
such  written  data,  views,  or  arguments  as 
they  may  desire.  Communications  should 
identify  the  airspace  docket  number  and 
be  submitted  in  triplicate  to  the  Director, 
Southern  Region,  Attention;  Chief,  Air 
Traffic  Division,  Federal  Aviation  Admin¬ 
istration,  Post  Office  Box  20636,  Atlanta, 
GA  30320.  All  commimications  received 
within  30  days  after  publication  of  this 
notice  in  the  Federal  Register  will  be 
considered  before  action  is  taken  on  the 
proposed  amendment.  The  proposal  con¬ 
tained  in  this  notice  may  be  changed  in 
the  light  of  comments  received. 

An  official  docket  will  be  available  for 
examination  by  interested  persons  at  the 
Federal  Aviation  Administration,  Office 
of  the  General  Counsel,  Attention;  Rules 
Docket,  800  Independence  Avenue  SW., 
Washington,  DC  20590.  An  informal 
docket  also  will  be  available  for  exami¬ 
nation  at  the  office  of  the  Regional  Air 
Traffic  Division  Chief. 

As  part  of  this  proposal  relates  to  the 
navigable  airspace  outside  the  United 
States,  this  notice  is  submitted  in  con¬ 
sonance  with  the  ICAO  International 
Standards  and  Recommended  Practices. 

Applicability  of  International  Stand¬ 
ards  and  Recommended  Practices  by  the 
Air  Traffic  Service.  FAA,  in  areas  outside 
domestic  airspace  of  the  United  States  is 
governed  by  Article  12  of  and  Annex  11 
to  the  Convention  on  International  Civil 
Aviation,  which  pertain  to  the  establish¬ 
ment  of  air  navigation  facilities  and  serv¬ 
ices  necessary  to  promoting  the  safe, 
orderly,  and  expeditious  flow  of  civil  air 
traffic.  Their  purpose  is  to  insure  that 
civil  flying  on  international  air  routes 
is  carried  out  under  uniform  conditions 
designed  to  improve  the  safety  and  effi¬ 
ciency  of  air  operations. 


The  International  Standards  and 
Recommended  Practices  in  Annex  11 
apply  in  those  parts  of  the  airspace 
under  the  jurisdiction  of  a  contracting 
state,  derived  from  ICAO,  wherein  air 
traffic  services  are  provided  and  also 
whenever  a  contracting  state  accepts  the 
responsibility  of  providing  air  traffic 
services  over  high  seas  or  in  airspace  of 
undetermined  sovereignty.  A  contracting 
state  accepting  such  responsibility  may 
apply  the  International  Standards  and 
Recommended  Practices  to  civil  aircraft 
in  a  manner  consistent  with  that 
adopted  for  airspace  under  its  domestic 
jurisdiction. 

In  accordance  with  Article  3  of  the 
Convention  on  International  Civil  Avia¬ 
tion,  Chicago,  1944,  state  aircraft  are 
exempt  from  the  provisions  of  Annex  11 
and  its  Standards  and  Recommended 
Practices.  As  a  contracting  state,  the 
United  States  agreed  by  Article  3(d) 
that  its  state  aircraft  will  be  operated 
in  international  airspace  with  due  regard 
for  the  safety  of  civil  aircraft. 

Since  this  action  involves,  in  part,  the 
designation  of  navigable  airspace  outside 
the  United  States,  the  Administrator  has 
consulted  with  the  Secretary  of  State  and 
the  Secretary  of  Defense  in  accordance 
with  the  provisions  of  Executive  Order 
10854. 

The  airspace  action  proposed  in  this 
docket  would  amend  the  Pensacola 
transition  area  to  read  as  follows; 

That  airspace  extending  upward  from  700 
feet  above  the  surface  within  an  8.5-mile 
radius  of  Pensacola  Regional  Airport  (lat. 
30°28'25”  N..  long.  87°11'20”  W.);  within  3 
miles  each  side  of  the  ILS  localizer  N  course, 
extending  from  the  8.5-mile-radlus  area  to 
8.5  miles  north  of  Brent  LOM;  within  a  9- 
mile  radius  of  Forrest  Sherman  Field  (lat. 
30°20'53”  N.,  long.  87‘’19'04''  W.);  within  7 
miles  each  side  of  Forrest  Sherman  Field 
Runways  6/24  and  18/36  extended  center- 
lines,  extending  from  the  9-mile-radius  area 
to  12  miles  northeast,  south  and  southwest  of 
the  airport;  within  a  6-mlle  radius  of  NAS 
Saufley  Field  (lat.  30'>28’15''  N.,  long. 

87°20’30''  W.);  within  9.5  miles  southeast 
and  4.5  miles  northwest  of  the  214°  bearing 
from  NAS  Saufley  UHF  RBN,  extending  from 
the  RBN  to  18.6  miles  southwest;  within  9.5 
miles  southeast  and  4.5  miles  northwest  of 
NAS  Saufley  VOR  234°  radial,  extending  from 
the  VOR  to  18.6  miles  southwest. 

The  alteration  of  the  transition  area 
proposed  herein  is  necessary  to  provide 
controlled  airspace,  specified  by  existing 
criteria,  for  aircraft  executing  instru¬ 
ment  approach  procedures  at  Pensacola, 
Fla. 

This  amendment  is  proposed  under  the 
authority  of  section  307(a)  and  1110  of 
the  Federal  Aviation  Act  of  1958  (49 
U.S.C.  1348(a)  and  1510),  Executive 
Order  10854  (24  F.R.  9565)  and  section 
6(c)  of  the  Department  of  Transporta¬ 
tion  Act  (49  U.S.C.  1655(c)). 

Issued  in  Washington,  D.C.,  on  August 
27,  1971. 

H.  B.  Helstrom, 

Chief,  Airspace  and  Air 
Traffic  Rules  Division. 

[FR  Doc.71-13071  Piled  9-3-71;8:61  am] 


[14  CFR  Part  71  ] 

(Airspace  Docket  No.  71-NW-lOl 

FEDERAL  AIRWAY 
Proposed  Extension 

The  Federal  Aviation  Administration 
is  considering  an  amendment  to  Part  71 
of  the  Federal  Aviation  Regulations  that 
would  extend  VOR  Federal  airway  No. 
452  from  Eugene,  Oreg.,  via  Klamath 
Falls,  Oreg.,  to  Reno,  Nev. 

Interested  persons  may  participate  in 
the  proposed  rule  making  by  submitting 
such  written  data,  views,  or  arguments 
as  they  may  desire.  Communications 
should  identify  the  airspace  docket  num¬ 
ber  and  be  submitted  in  triplicate  to  the 
Director,  Western  Region,  Attention: 
Chief,  Air  Traffic  Division,  Federal  Avia¬ 
tion  Administration,  5651  West  Man¬ 
chester  Avenue,  Post  Office  Box  92007, 
Worldway  Postal  Center,  Los  Angeles, 
CA  90009.  All  communications  received 
within  30  days  after  publication  of  this 
notice  in  the  Federal  Register  will  be 
considered  before  action  is  taken  on  the 
proposed  amendment.  The  proposal  <M)n- 
tained  in  this  notice  may  be  changed  in 
the  light  of  comments  received. 

An  official  docket  will  be  available  for 
examination  by  interested  persons  at  the 
Federal  Aviation  Administration,  Office 
of  the  General  Counsel,  Attention:  Rules 
Docket,  800  Independence  Avenue  SW., 
Washington,  DC  20590.  An  informal 
docket  also  will  be  available  for  exami¬ 
nation  at  the  office  of  the  Regional  Air 
Traffic  Division  Chief. 

The  Federal  Aviation  Administration 
proposes  to  extend  V-452  from  Eugene, 
Oreg.,  via  Klamath  Falls,  Oreg.,  to  Reno, 
Nev. 

This  extended  airway  will  provide  a 
route  for  IFR  traffic  operating  between 
those  points. 

This  amendment  is  proposed  under 
the  authority  of  section  307(a)  of  the 
Federal  Aviation  Act  1958  (49  U.S.C.  1348 
(a) )  and  section  6(c)  of  the  Department 
of  Transportation  Act  (49  U.S.C. 
1655(c)). 

Issued  in  Washington,  D.C.,  on  Au¬ 
gust  27,  1971. 

H.  B.  Helstrom, 

Chief,  Airspace  and  Air 
Traffic  Rules  Division. 

(FR  Doc.71-13070  Filed  9-3-71:8:51  ami 


[14  CFR  Parts  71,  731 

(Airspace  Docket  No.  71-SO-1221 

RESTRICTED  AREA  AND  FEDERAL 
AIRWAY 

Proposed  Alteration  and  Realignment 

The  Federal  Aviation  Administration 
is  considering  amendments  to  Parts  71 
and  73  of  the  Federal  Aviation  Regula¬ 
tions  that  would  alter  the  Poinsett- 
Sumter,  S.C.,  Restricted  Area  R^6002  and 
realign  the  VOR  Federal  airway  V-56 
between  Columbia  and  Florence,  S.C. 

Interested  persons  may  participate  in 
the  proposed  rule  making  by  submitting 
such  written  data,  views,  or  arguments  as 
they  may  desire.  (Commimications  should 
identify  the  document  number  and  be 
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submitted  in  triplicate  to  the  Director, 
Southern  Region,  Attention:  Chiefs,  Air 
Traffic  Division,  Federal  Aviation  Admin¬ 
istration,  Post  Office  Box  20636,  Atlanta, 
OA  30320.  All  communications  received 
within  30  days  after  publication  of  this 
notice  in  the  Federal  Register  will  be 
considered  before  action  is  taken  on  the 
proposed  amendments.  The  proposals 
contained  in  this  notice  may  be  changed 
in  the  light  of  the  comments  received. 

An  official  docket  will  be  available  for 
examination  by  interested  persons  at  the 
Federal  Aviation  Administration,  Office 
of  the  General  Counsel,  Attention:  Rules 
Docket,  800  Independence  Avenue  SW., 
Washington,  D.C.  20590.  An  informal 
docket  also  will  be  available  for  exami- 


PROPOSED  RULE  MAKING 

nation  at  the  office  of  the  Regional  Air 
Traffic  Division  Chief. 

The  U.S.  Air  Force  has  requested  that 
the  boimdaries  of  R-6002  be  changed  to: 

Beginning  at  latitude  33°64'24"  N.,  longi¬ 
tude  80*24'12''  W.,  to  latitude  33*46'25''  N., 
longitude  80°23’12''  W.,  to  latitude  33°44’27'' 
N.,  longitude  80'31'42''  W.,  to  latitude 

33*60'13”  N.,  longitude  80*31'03''  W.,  to  lati¬ 
tude  33*63'37''  N.,  longitude  80'>31'03''  W., 
to  point  of  beginning.  Excluding  that  air¬ 
space  within  the  Shaw  AFB  Control  Zone. 

Concurrently  VOR  Federal  airway 
V-56  between  Colombia  and  Florence, 
S.C.,  would  be  realigned  to  avoid  the  re¬ 
stricted  area. 

The  Air  Force  has  advised  that  the 
pattern  for  repeat  deliveries  of  ordnance 
has  been  changed  to  a  right-hand  pat- 
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tern  to  avoid  conflict  with  the  primary 
arrival  procedures  at  Shaw  AFB.  The 
area,  as  proposed,  will  contain  all  pat¬ 
terns  used  on  this  range,  and  will  re¬ 
voke  airspace  in  the  western  portion  of 
the  area  that  is  no  longer  required. 

These  amendments  are  proposed  under 
the  authority  of  section  307(a)  of  the 
Federal  Aviation  Act  of  1058  (49  U.S.C. 
1348(a) )  and  section  6(c)  of  the  Depart¬ 
ment  of  Transportation  Act  (49  U.S.C. 
1655(c)). 

Issued  in  Washington,  D.C.,  on  August 
27,  1971. 

H.  B.  Helstrom, 

Chief,  Airspace  and  Air 
Traffic  Rules  Division. 
|FR  Doc.71-13072  Piled  9-3-71;8:51  am] 
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DEPARTMENT  OF  AGRICULTURE 

Commodity  Credit  Corporation 

[Arndt.  4] 

SALES  OF  CERTAIN  COMMODITIES 
Monthly  Sales  List 

The  CCC  Monthly  Sales  List  for  the 
fiscal  year  ending  June  30,  1972,  pub¬ 
lished  in  36  F.R.  13044,  is  amended  as 
follows: 

1.  Section  25  entitled  “Rice,  Rough — 
Unrestricted  Use  Sales — F.O.B.  Ware¬ 
house  is  revised  to  read  as  follows: 

The  minimum  price  is  the  market 
/  price  but  not  less  than  the  formula  price. 

The  formula  price  is  the  1971  loan  rate 
plus  5  percent  plus  the  monthly  markup 
shown  in  this  section.  Basis  of  sale  is 
f.o.b.  warehouse  as  is,  or  at  buyers’  op¬ 
tion,  basis  outturn  weights  and  grades 
with  privilege  of  rejecting  individual 
cars  which  are  more  than  one  grade  be¬ 
low  the  listed  grade  or  contain  more 
than  1 -percent  smut  in  excess  of  the 
listed  percentage. 

Monthly  Markups — Cents  Per  Cwt. 

1971  1972 


September _ 

18 

January _ 

..  38 

October _ 

—  23 

February  _ 

„  43 

28 

__  48 

December _ 

33 

April  _ 

53 

May  - 

__  68 

June _ 

58 

2.  Section  18  entitled  “Grain  Sor¬ 
ghum — Export  Sales  (Bulk — Basis  Grade 
2  or  Better)  ”,  section  22  entitled  “Oats — 
Export  Sales  (Bulk)  ”,  and  section  24  en¬ 
titled  “Rye — Export  Sales  (Bulk)”  are 
amended  by  deleting  the  words  “for 
cash”  from  the  second  sentence  of  sec¬ 
tion  18  and  from  the  first  sentence  of 
sections  22  and  24. 

3.  Section  32  entitled  “Peanuts,  Shelled 
or  Farmers  Stock — Restricted  Use  Sales” 
is  amended  by  the  insertion  of  a  third 
sales  item,  which  reads  as  follows: 

3.  Farmer  Stock:  Segregation  1  may 
be  purchased  and  milled  to  produce  U.S. 
No.  1  or  better  grade  shelled  peanuts, 
which  may  be  exported.  The  balance  of 
the  kernels  including  any  graded  pea¬ 
nuts  not  exported  must  be  crushed  do¬ 
mestically.  Segregation  2  and  3  peanuts 
may  be  purchased  for  domestic  crash¬ 
ing  only. 

4.  A  Section  20  is  insei-ted  which  reads 
as  follows: 

20.  Barley — Export  Sales  (Bulk). 

CCC  will  sell  barley  at  the  export  mar¬ 
ket  price  under  Announcement  GR-212. 

Signed  at  Washington,  D.C.  on  August 
31,  1971. 

Carroll  G.  Brunthaver, 

Acting  Executive  Vice  President, 
Commodity  Credit  Corporation. 

[FR  Doc.71-13116  FUed  g-3-71;8:65  am] 
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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVaOPMENT 

[Docket  No.  D-71-1251 

REGIONAL  ADMINISTRATORS  ET  AL. 
Redelegations  of  Authority 

The  Redelegation  of  Authority  pub¬ 
lished  on  September  29,  1970,  35  F.R. 
15178,  amended  at  36  F.R.  4303,  March  4, 
1971,  is  further  amended  as  follows: 

1.  Revise  paragraph  2  of  section  A  to 
read: 

2.  Each  Assistant  Regional  Adminis¬ 
trator  for  Model  Cities  is  authorized  to 
exercise  the  pniwer  and  authority  of  the 
Regional  Administrator  redelegated  im- 
der  section  Al,  except  the  power  and  au¬ 
thority  to  review  and  approve  amend¬ 
ments  to  Model  Cities  Programs  as 
redelegated  in  section  A3. 

II.  Add  the  following  paragraph  3  to 
section  A,  immediately  following  the  ex¬ 
isting  pai'agraph  2: 

3.  Each  Area  Director  and  each  Deputy 
Area  Director  is  authorized  to  exercise 
the  power  and  authority  redelegated  to 
the  Regional  Administrator  in  section  Al 
to  review  and  approve  amendments  to 
Model  Cities  Programs  submitted  be¬ 
tween  annual  review. 

III.  Change  section  B  to  read: 

Sec.  B.  Exercise  of  redelegated  au¬ 
thority.  Redelegation^  of  final  authority 
pursuant  to  section  A2  and  A3  of  this 
redelegation  shall  not  be  construed  to 
modify  or  otherwise  affect  the  adminis¬ 
trative  and  supervisory  powers  of  the 
Regional  Administrator  or  Deputy  Re¬ 
gional  Administrator  to  whom  Assistant 
Regional  Administrators,  Area  Direc¬ 
tors,  and  Deputy  Area  Directors  are 
responsible. 

(Secretary’s  delegation  of  authority  effective 
Mar.  13.  1970,  published  at  36  F.R.  7749, 
May  20,  1970) 

Effective  date.  This  amendment  of  re¬ 
delegation  of  authority  is  effective  as  of 
September  1,  1970. 

Floyd  H.  Hyde, 
Assistant  Secretary 
for  Community  Development. 

[FR  Doc.71-13061  Filed  9-3-71;8:60  am] 

DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

CHIEF,  PUBLIC  SERVICE  SECTION, 
ANCHORAGE  LAND  OFFICE 

Redelegation  of  Authority 

1.  Pursuant  to  section  2.1  of  Bureau 
Order  No.  701,  of  July  23,  1964,  as 
amended,  the  following  authority  is 


hereby  delegated  to  the  Chief,  Public 
Service  Section,  Anchorage  Land  Office. 

a.  Chief,  Public  Service  Section,  An¬ 
chorage  Land  Office,  authority  to  take 
action  in  matters  listed  in  section  2.9(e) 
of  Bureau  Order  No.  701,  supra.  The  au¬ 
thority  is  subject  to  the  following 
limitation: 

Section  2.9(e) :  Limited  to  the  receiv¬ 
ing  of  final  pr(x>f  statements  and  ad¬ 
ministering  oaths  pertaining  to  Alaska 
homesteads. 

Clark  R.  Noble, 
Land  Office  Manager. 

Approved:  August  27,  1971. 

T.  G.  Bingham, 

Acting  State  Director. 

[FR  Doc.71-13086  Filed  9-3-71:8:52  am] 


[Power  SHe  Cancellation  248] 
Geological  Survey 
GREAT  SALT  LAKE  BASIN,  IDAHO 
Cancellation  of  Power  Site 

Pursuant  to  authority  im'der  the  act 
of  March  3,  1879  (20  Stat.  394;  43  U.S.C. 
31),  and  220  Departmental  Manual  6.1, 
Power  Site  Classifications  37  and  223  are 
hereby  cancelled  insofar  as  and  to  the  ex¬ 
tent  that  they  affect  the  following  de¬ 
scribed  land: 

Boise  Meridian,  Idaho 
Power  Site  Classlflcatlon  37  of  May  19, 
1922: 

T.  16  S.,  R.  41  E., 

Sec.  6,  lot  3,  SE>ANW>A,  and  NE^^SW^^. 
Area — about  121  acres. 

Power  Site  Classification  223  of  May  13,  1929 : 

All  lands  lying  within  20  feet  of  the  center¬ 
line  of  the  transmission  line  of  the  Utah 
Power  and  Light  Co.  within  the  following 
description  described  tracts: 

T.  9  S.,  R.  38  E., 

Sec.  23.  S^/2SW‘^  and  SW^^SE^^. 

T.  9  S..  R.  39  E., 

Sec.  19,  E^/2SE^^: 

Sec.  20,  N»/2SW»4  and  SW>ASW»A: 

Sec.  26,  SW^^SW^4 
Sec.  26,  SW^^NE^^. 

T.  10  N..  R.  40  E., 

Sec.  21,  NW^^SW^^. 

T  13  S  R  4,0  E  ^ 

Sec.  23,  NE'^NW^^  and  SW‘4SW«A: 

Sec.  26,  NW^^NWl^. 

T.  14S.,R.  40  E., 

Sec.  6,  lot  4. 

T.  9  S.,  R.  41  E.. 

Sec.  11,  NJ/jNEVi. 

T.  12  S.,  R.  44  E.. 

Sec.  28,  SW^^NW^^. 

Area — about  17  acres. 

The  lands  in  this  cancellation  aggre¬ 
gate  about  138  acres. 

E.  L.  Hendricks, 
Acting  Director. 

August  28,  1971. 

[FR  Doc.71-13054  Filed  9-3-71:8:50  am] 
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[Power  Site  CTlasslflcatlon  461] 

SNAKE  RIVER  BASIN,  IDAHO 
Power  Site  Classification 

Pursuant  to  authority  under  the  act 
of  March  3,  1879  (20  Stat.  394  ;  43  U.S.C. 
31),  and  220  Departmental  Manual  6.1, 
the  following  described  land  is  hereby 
classified  as  power  sites  insofar  as  title 
thereto  remains  in  the  United  States  and 
subject  to  valid  existing  rights;  and  this 
classification  shall  have  full  force  and 
effect  imder  the  provisions  of  section  24 
of  the  act  of  June  10,  1920,  as  amended 
by  section  211  of  the  act  of  August  26, 
1935  (16  U.S.C.  818) : 

Boise  Meridian,  Idaho 

T,  3  N.,  B.  41  E.. 

Sec.  8,  lots  9, 13,  and  14; 

Sec.  9,  lots  5, 6  and  7; 

Sec.  10,  lot  3; 

Sec.  11,  lots  6  and  7; 

Sec.  14,  lots  6  to  11,  Inclusive; 

Sec.  15,  lots  9  to  19,  Inclusive; 

Sec.  16,  lots  7  to  11,  inclusive. 

T.  3  N.,  B.  42  E., 

Sec.  4,  lots  9  and  10; 

Sec.  6,  lota  16  to  20,  inclusive,  and  lots  22, 
23,  and  24; 

Sec.  7,  lots  12  to  18,  inclusive; 

Sec.  8,  lots  4  to  7,  inclusive; 

Sec.  9,  lots  11, 12,  and  13; 

Sec.  10,  lots  9  to  14,  inclusive; 

Sec.  11,  lots  5  to  11,  inclusive; 

Sec.  12,  lots  3  to  6,  inclusive; 

Sec.  13,  lots  10  to  17,  Inclusive; 

Sec.  14,  lots  6  to  9,  Inclusive; 

Sec.  16,  lot  3; 

Sec.  24,  lots  6  to  8,  inclusive. 

T.  3  N.,  B.  43  E., 

Sec.  19,  lots  9  to  13,  Inclusive; 

Sec.  30,  lots  13, 14,  and  16; 

Sec.  31,  lots  10  and  11; 

Sec.  32,  lot  8. 

The  area  described  aggregates  731.43 
acres. 

E.  L.  Hendricks, 

Acting  Director. 

August  28,  1971. 

[FR  Doc.71-13053  Piled  9-3-71;8:60  am] 


ATOMIC  ENERGY  COMMISSION 

(Dock^  Nos.  60-348A,  50-364A] 

ALABAMA  POWER  CO. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received,  pursu¬ 
ant  to  section  105c  of  the  Atomic  Energy 
Act  of  1954,  as  amended  (the  Act),  a 
letter  of  adidce  from  the  Attorney  Gen¬ 
eral  of  the  United  States,  dated  August 
16,  1971,  a  copy  of  which  is  set  forth 
below  as  Appendix  A. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may,  pursuant 
to  S  2.714  of  the  Commission’s  rules  of 
practice,  10  CPR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  appli¬ 
cation.  Petitions  for  leave  to  Intervene 
and  requests  for  hearing  shall  be  filed 


within  thirty  (30)  days  after  publication 
of  this  notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 

Appendix  A 

ALABAMA  POWER  CO.,  JOSEPH  M.  FARLET, 
UNITS  1  AND  3 

You  have  requested  our  advice  pursuant  to 
the  provisions  of  section  106  of  the  Atomic 
Energy  Act  of  1954,  68  Stat.  919,  42  U.S.C. 
2011-2296  as  amended  by  Public  Law  91-560, 
84  Stat.  1472  (December  19,  1970)  In  regard 
to  the  above  cited  Application. 

Applicant.  Applicant  Is  the  largest  electric 
utility  In  central  and  southern  Alabama,  both 
as  a  distributor  of  electric  power  at  retail  and 
as  a  supplier  of  electric  power  In  bulk.  Its 
early  history  reflects  Its  formation  by  a  series 
of  consolidations  with  and  acquisitions  of 
other  electric  utilities.  It  Is  presently  one 
of  four  major  operating  subsidiaries  of  the 
Southern  Co.,  a  holding  company;  the  others 
are:  Georgia  Power  Co.,  Gulf  Power  Co.,  and 
Mississippi  Power  Co.  With  Georgia  Power 
Co.,  It  owns  the  Southern  Electric  Generat¬ 
ing  Co.  which  owns  and  operates  a  steam 
electric  generating  plant  on  the  Coosa  Blver. 
the  output  of  which  Is  sold  to  Its  owners  In 
equal  shares. 

Applicant  owns  and  operates  a  number  of 
hydroelectric  and  steam  electric  power  plants 
In  Alabama  which  it  has  integrated  with  ap¬ 
proximately  8,000  circuit  miles  of  transmis¬ 
sion  lines.  Its  total  load  as  of  1970  exceeded 
4,000  megawatts;  its  total  generating  capacity 
exceeded  4,500.  Its  bulk  power  supply  Is  fur¬ 
ther  interconnected  and  coordinated  with 
adjacent  major  utilities;  the  greatest  degree 
of  coordination  Is  with  Its  aflUiates  In  the 
Southern  Co.  system.  Total  Southern  Co. 
load  In  1970  was  about  12,000  megawatts  and 
annual  growth  in  load  Is  projected  to  be 
1,300  to  3,000  per  year  over  the  next  10  years. 
It  maintains  an  adequate  degree  of  con¬ 
tinuity  of  service  by  reserving  as  necessary  to 
meet  the  risk  of  forced  outage  of  generating 
units,  installed  generating  capacity  equal 
to  low  percentages  of  Its  peak  load  and  gen¬ 
erating  capacity. 

Applicant  distributes  the  major  part  of  its 
bulk  supply  over  approximately  60,000  pole 
miles  of  distribution  facilities.  It  also  sells 
at  wholesale  to  a  number  of  municipalities 
and  rural  electric  distribution  cooperatives 
in  central  and  southern  Alabama  and  sup¬ 
plies  partial  requirements  of  the  Alabama 
Electric  Cooperative. 

Northern  Alabama  Is  served  at  retail  by  a 
number  of  Independent  distribution  systems 
which  purchase  bulk  power  from  the  Ten¬ 
nessee  Valley  Authority.  Under  the  TVA 
Revenue  Bond  Act  of  1969,  73  Stat.  280,  16 
U.S.C.  831n-4  It  may  not  sell  or  Interchange 
power  with  utilities  which  did  not  receive 
service  prior  to  the  enactment  of  that  law. 

The  other  signlflcant  bulk  supplier  in  cen¬ 
tral  and  southern  Alabama  Is  the  Alabama 
Electric  Cooperative  (AEC  G&T) ,  a  generat¬ 
ing  and  transmission  cooperative  organized 
in  the  1940’s  to  provide  a  bulk  power  supply 
for  a  number  of  cooperative  rural  distribu¬ 
tion  systems  which  were  dlssatlsfled  with 
the  cost  of  and  quality  of  bulk  supply  from 
Alabama  Power  at  that  time.  AEC  G&T  had 
a  1970  peak  load  of  approximately  160  mega¬ 
watts;  It  operates  approximately  850  miles 
of  115-kv.  and  46-kv.  transmission  lines  and 
purchases  a  portion  of  its  generation  from 
the  applicant  and  a  portion  from  the  South¬ 
eastern  Power  Administration,  (SEPA) .  SEPA 


markets  surplus  power  from  Federal  flood 
control  projects  pursuant  to  section  5  of  the 
Flood  Control  Act  of  1944.  Although  author¬ 
ized  to  construct  transmission,  SEPA  pres¬ 
ently  utilizes  transmission  owned  and  con¬ 
trolled  by  Georgia  Power  Co.  and  Alabama 
Power  Co.  to  integrate  Its  hydroelectric  gen¬ 
erating  stations  In  that  area  and  to  transmit 
electric  power  from  Its  system  to  Independent 
distribution  systems  In  those  areas.  Approxi¬ 
mately  78  megawatts  are  marketed  this  way 
in  Alabama  under  an  arrangement  in  which 
SEPA  coordinates  what  It  evaluates  as  ap¬ 
proximately  150  mw.  of  low  load  factor  hydro 
peaking  power  with  Alabama  Power's  system 
resources,  and  the  latter  supplies  SEPA  with 
deflclency  energy  satisfactory  to  assure  78 
mw.  of  dependable  capacity  to  meet  pref¬ 
erence  customer  loads  In  the  area.  Alabama 
Power  utilizes  the  excess  peaking  power  to 
meet  Its  system  needs.  AEC  G&T  Is  not  In¬ 
cluded  In  this  arrangement  and  purchases 
22  mw.  of  Arm  peaking  power  from  SEPA 
through  Its  Interconnection  at  SEPA's  Walter 
George  generating  station  on  the  Chatta- 
hoochie  River  and  makes  additional  pur¬ 
chases  of  coordinating  power  and  energy  from 
SEPA.  SEPA  has  another  project  In  opera¬ 
tion  at  Millers  Perry  on  the  Alabama  River, 
and  other  small  projects  are  under 
construction. 

Competitive  implications.  Central  to  our 
Investigation  of  whether  applicant’s  activi¬ 
ties  under  the  license  would  create  or  main¬ 
tain  a  situation  Inconsistent  with  the  anti¬ 
trust  laws,  has  been  our  consideration  of 
applicant’s  apparent  refusal  to  coordinate 
its  bulk  power  supply  system  with  that  of 
Alabama  Electric  Cooperative  which  is  In 
competition  with  applicant  to  serve  a  num¬ 
ber  of  distribution  cooperatives.  We  re¬ 
cently  advised  you  in  our  letter  of  June  28, 
1971,  regarding  Consumers  Power  Co., 
Dockets  Nos.  60-329A,  50-330A  as  to  the 
necessity  for  access  to  coordination  over 
high  voltage  transmission,  which  we  believe 
to  be  a  prerequisite  to  a  competitive  power 
supply  in  today’s  power  supply  market.  In 
Alabama,  the  applicant’s  ownership  and 
control  of  almost  all  high  voltage  trans¬ 
mission,  and  a  similar  ownership  and  con¬ 
trol  of  transmission  by  Its  affiliates  In  Mis¬ 
sissippi,  Georgia  and  the  Florida  panhandle, 
completely  surrounding  AEC  G&T,  appear 
to  give  It  the  market  power  to  grant  or 
deny  AEC  G&T’s  access  to  coordination. 

As  long  ago  as  December  24,  1954,  AEC 
G&T  asked  Applicant  for  Improved  coordi¬ 
nation  for  short  term  maintenance  energy, 
and  for  various  other  types  of  Interchange. 
In  1965  It  first  asked  for  emergency  power 
exchanges  and  In  1967  requested  an  op¬ 
portunity  to  negotiate  a  full  range  of  co¬ 
ordinating  arrangements  Including  coordi¬ 
nated  planning  and  development  of  large 
generating  units  to  meet  load  growth.  More 
recently  on  March  18,  1971  It  has  advised 
specifically  of  Its  Interest  In  participating 
In  the  financing  and  ownership  of  the  Far¬ 
ley  Nuclear  units  or  In  purchasing  of  defi¬ 
ciency  power  or  unit  power;  It  has  thus  ex¬ 
pressed  a  continued  interest  In  meeting 
load  growth  on  a  coordinated  basis.  Thus 
far  applicant  has  refused  to  coordinate  with 
AEC  Q&T  candidly  giving  as  Its  reason,  the 
enhanced  ability  of  AEC  G&T  to  compete 
with  It  In  the  bulk  supply  market,  or  as  It 
puts  It;  the  ability  “to  take  over  our  cus¬ 
tomers.”  Applicant’s  overriding  concern  on 
this  score  has  led  It  to  propose  earlier,  and 
insist  on  even  now,  a  horizontal  territorial 
allocation  with  AEC  G&T  which  would 
grant  access  to  coordination  to  the  G&T 
only  If  the  latter  would  refrain  from  ex¬ 
panding  its  system  to  serve  rural  distribu- 
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tlon  cooperatives  It  does  XK>t  presently 
serve.' 

AiqHlcant’s  clearly  stated  policy  of  being 
unwilling  to  coordinate  with  a  competitor, 
in  a  case  wbere  there  are  no  satisfactory 
alternatives  for  ooordlnati<m,  raises  sub¬ 
stantial  questions  under  secti<Hi  a  of  the 
Sherman  Act  since  it  raises  an  imnecessary 
barrier  to  growth  of  conq>etition  or  entry 
of  new  competitors.  Such  conduct  of  a  mo¬ 
nopolist,  even  though  Its  monopoly  power  was 
lawfully  acquired.  Is  unlawful  when  utilized 
to  retain  or  extend  its  monopoly  power, 
“United  States  v.  United  Shoe  Machinery 
Co.”,  110  F.  S\ipp.  295,  344,  346  (D.  Mass 
1953),  affd.  per  curiam,  347  U.S.  521  (1953). 

There  may  also  be  other  manifestations  of 
Applicant’s  exercise  of  market  power  to  im¬ 
pair  competition.  These  may  include: 

(1)  Its  unnecessary  Inclusion  in  its  wheel¬ 
ing  contract  with  SEPA  of  a  provision  re¬ 
quiring  that  all  the  supplemental  power 
needs  of  the  preference  customers  be  pur¬ 
chased  from  applicant. 

(2)  Its  successful  Insistence  in  negotia¬ 
tions  with  SEPA  on  the  location  of  an  Inter¬ 
connection  at  a  point  less  advantageous  to 
the  reliable  operation  of  the  AEC  G&T  sys¬ 
tem. 

(3)  Its  formulation  of  a  wholesale  rate 
schedule  which  penalizes  the  aggregation  of 
wholesale  loads  for  purchase  from  applicant 
at  a  single  delivery  point;  this  tends  to  Im¬ 
pair  AEC  O&T's  ability  to  offer  a  competi¬ 
tive  alternative  in  performing  the  functions 
of  transmission  and  subtransmission  for  dis¬ 
tribution  co-ops  now  individually  and  di¬ 
rectly  served  by  applicant. 

(4)  At  a  time  prior  to  the  availability  of 
substantial  bulk  power  alternatives,  its 
maintenance  of  “dual  rates”  in  Its  wholesale 
schedviles,  impairing  the  ability  of  its  whole¬ 
sale  customers  to  compete  with  applicant  for 
larger  retail  loads. 

(5)  Its  timing  of  substantial  rate  conces¬ 
sions  to  forestall  the  installation  of  bulk 
power  facilities  by  others  and  thus  maintain 
Its  control  over  the  major  portion  of  thermal 
and  hydroelectric  generation  in  the  area. 

While  the  evidence  on  these  latter  points 
is  by  no  means  clear  and  uncontroverted. 
It  Is  sufficiently  substantial  to  request  your 
Commission  to  naake  further  inquiry  by  way 
of  public  hearing. 

Applicant’s  contentions.  At  a  meeting  with 
us  extending  over  August  9th  and  10th,  and 
In  a  letter  dated  June  22,  1971,  to  your  Com¬ 
mission,  applicant  has  contended  that  the 
O&T  itself  has  engaged  in  practices  incon¬ 
sistent  with  the  policies  underlying  the  anti¬ 
trust  laws.  It  points  to  the  O&T’s  35-year 
exclusive  power  supply  contracts  with  its 
member  distribution  systems  which  it  now 
serves,  and  to  its  power  supply  cost  equaliza¬ 
tion  arrangements  between  the  member  sys¬ 
tems  which  it  serves  and  those  which  are 
now  served  by  api^icant.  These  are  prac¬ 
tices  which,  on  their  face,  could  be  Incon¬ 
sistent  with  the  ptrilcles  underlying  the  anti¬ 
trust  laws,  but  we  would  prefer  to  reserve 
judgment  on  the  relevance  of  applicant’s 
allegations  until  there  has  been  a  full  ex¬ 
ploration  In  the  Commission  hearing  of  the 
factual  setting  out  of  which  those  prac¬ 
tices  have  arisen.  It  Is  possible  these  prac¬ 
tices  will  be  shown  to  represent  no  more 
than  the  efforts  reasonably  necessary  to  form 
the  AEG  membership  into  an  effective  bar- 


'  We  note  here  that  In  “United  States  v. 
Florida  Power  Corp.”  Doc.  No.  68-297  Civ.  T. 
(M.D.  Fla.)  the  Department  of  Justice  filed 
a  complaint  under  section  1  of  the  Sherman 
Act  to  enjoin  a  almllar  horizontal  terri¬ 
torial  allocation  of  the  market  for  pur¬ 
chases  of  electric  bulk  supply,  and  a  con¬ 
sent  decree  has  now  been  submlttted  to  the 
District  Coiirt  which  would  enjoin  such 
conduct. 


gaining  entity  in  the  face  of  applicant’s 
heavy  domination  of  available  power  sup¬ 
ply  In  the  market  and  In  the  face  of  efforts 
which  applicant  seems  to  have  made  to  keep 
its  wholesale  customers  fragmented. 

Applicant  also  contends  that  It  should  not 
be  required  to  use  Its  facilities  to  assist  the 
AEC  O&T  when  its  doing  so  would  enable 
the  latter  to  conq>ete  more  effectively  with 
it.  Were  the  applicant  only  the  size  of  the 
cooperative,  and  had  the  cooperative  other 
satisfactory  coordinating  alternatives,  we  do 
not  believe  that  the  principles  underlying 
the  Sherman  Act  would  require  the  appli¬ 
cant  to  coordinate  in  the  face  of  its  refusal  to 
do  so.  However,  here,  the  conduct  of  the 
company,  in  the  light  of  the  Industry  struc¬ 
ture,  appears  to  have  had  the  effect  of  deny¬ 
ing  to  the  cooperative  a  reasonable  access  to 
the  coordination  which  is  necessary  for  its 
competitive  survival. 

Conclusion.  For  the  foregoing  reasons  we 
have  concluded  from  our  investigation  to 
date  that  the  activities  of  applicant  under 
the  licenses  sought  herein  may  create  or 
maintain  a  situation  inconsistent  with  the 
antitrust  laws.  Accordingly,  we  recommend 
that  a  hearing  be  held  to  provide  a  factual 
basis  upon  which  the  Commission  may  ap¬ 
propriately  determine  the  questions  raised 
here. 

(FR  Doc.71-13006  Filed  9-3-71:8:46  am] 
[Docket  No.  50-293 A] 

BOSTON  EDISON  CO. 

Notice  of  Receipt  of  Advice  and  Time 

for  Filing  of  Petitions  To  Intervene 

on  Antitrust  Matters 

The  Ccnninission  has  received,  pur¬ 
suant  to  section  105c  of  the  Atomic  En¬ 
ergy  Act  of  1954,  as  amended  (the  Act), 
a  letter  of  advice  from  the  Attorney  Gen¬ 
eral  of  the  United  States,  dated  August  2, 
1971,  a  copy  of  which  is  set  forth  below 
as  Appendix  A. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may,  pursuant 
to  §  2.714  of  the  Commission’s  rules  of 
practice,  10  CFR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  appli. 
cation.  Petitions  for  leave  to  intervene 
and  requests  for  hearing  shall  be  filed 
witlun  thirty  (30)  days  after  publication 
of  this  notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director.  Division  of 
State  and  Licensee  Relations. 

Appendix  A 

BOSTON  EDISON  CO.  PILGRIM  NTTCLEAR 
POWER  STATION 

This  has  reference  to  your  request  for  our 
advloe  regarding  the  above-cited  applica¬ 
tion  pursuant  to  the  provisions  of  section 
105  of  the  Atomic  Energy  Act  of  1954,  as  re¬ 
cently  amended  by  Public  Law  91-560  (De¬ 
cember  19,  1970). 

The  applicant.  The  Boston  Edison  Co. 
(BECO)  Is  an  Investor-owned  utility  which 
serves  Boston  and  the  area  within  a  30- 
mlle  radius  of  Boston — approximately  590 
square  miles.  It  supplies  electric  power  to 
retail  customers  in  Boston  and  In  39  other 
towns,  and  It  seUs  power  at  wholesale  to  16 
customers.  Including  several  municipal  elec¬ 
tric  utilities.  In  1969  BECO's  electric  operat¬ 
ing  revenue  was  $192  million. 

Procedural  background.  On  June  23,  1967, 
BECO  applied  to  the  AEC  for  a  construction 


license  tor  Its  proposed  650-mw.  Pllgrtm  Nu¬ 
clear  Power  Station  located  near  Plymouth, 
Mass.  The  towns  of  Chicopee,  Wakefield, 
Braintree,  and  Shrewsbury,  all  of  which 
towns  have  municipal  electric  systems,  and 
the  Power  Planning  Committee  of  the  Mu¬ 
nicipal  Electric  Associa;tloa  of  Massachusetts, 
which  embraces  some  40  mimlclpal  electric 
systems  In  the  State,  Jointly  petitioned  the 
Commission  for  leave  to  intervene  for  the 
purpose  of  raising  antitrust  issuee.  The  peti¬ 
tioners  alleged  that  BECO  refused  to  grant 
the  municipals  an  opptHtunlty  to  participate 
in  the  Pilgrim  unit  as  unit  power  purchas¬ 
ers,  and  that  the  investor-owned  utilities  in 
New  England,  Including  BECO,  engaged  In 
various  activities  vis-a-vis  the  municipal 
systems  which  contravened  antitrust  policy. 
The  joint  petition  was  denied  In  substantial 
part.  Only  the  towns  of  Wakefield  and  Brain¬ 
tree  were  permitted  to  intervene,  but  they 
were  not  permitted  to  present  evidence  as 
to  any  of  the  antitrust  allegations.  On  Au¬ 
gust  26,  1968,  the  Atomic  Safety  and  Licens¬ 
ing  Board  approved  the  Issuance  of  a  pro¬ 
visional  construction  permit  to  BECO  and 
on  March  20,  1970,  the  AEC  affirmed  the 
decision. 

On  January  5,  1970,  BE9CO  applied  to 
the  Commission  for  an  operating  license. 
The  Power  Planning  Committee  of  the 
Municipal  Electric  Association  of  Massachu¬ 
setts,  together  with  the  towns  of  Chlcc^e, 
Braintree,  Wakefield,  and  Shrewsbury,  on 
January  22,  1971,  filed  a  joint  petition  to  In¬ 
tervene  in  the  hearings  on  the  operaing  li¬ 
cense  phase,  reasserting  the  same  allegations 
regarding  antitrust  Issues  which  they  cited 
in  their  earlier  petition.  No  action  wae  taken 
on  this  petition  by  the  AEC.  The  AEC,  on 
April  23,  1971,  issued  a  notice  that  the  Is¬ 
suance  of  an  operating  license  to  BECO  was 
to  be  considered  by  the  Commission.  The 
notice  gave  Interested  parties  30  days  within 
which  to  file  petitions  to  Intervene.  On 
May  24,  1971,  the  Massachusetts  municipal 
electric  group  filed  another  Joint  petition 
to  Intervene  which  paralleled  its  earlier  peti¬ 
tions  insofar  as  allegations  of  antitrust  vi¬ 
olations  were  concerned.  The  petition  also 
requested  that  the  operating  license  not  be 
issued  until  the  hearings  and  findings  re¬ 
garding  the  antitrust  issues  were  completed. 
The  AEC  trial  counsel,  in  a  June  4,  1971,  an¬ 
swer  to  the  petition,  argued  that  the  petition 
should  be  denied  on  the  ground  that  It  was 
premature — that  a  petition  to  Intervene  so 
as  to  raise  antitrust  Issues  Is  appropriate 
only  after  the  Attorney  General  has  rendered 
his  antitrust  advice.  The  trial  attorney  fur¬ 
ther  argued  that  the  Commission  could  ap¬ 
propriately  Issue  the  operating  licenses  prior 
to  the  completion  of  the  hearing  on  the  anti¬ 
trust  Issues:  Provided,  That  the  license  be 
conditioned  on  the  understanding  that  It 
could  be  altered  In  the  light  of  the  findings 
which  emerge  from  the  hearings  on  the  anti¬ 
trust  Issue.  On  July  12,  1971,  the  Commis¬ 
sion  Issued  an  order  and  a  memorandum 
which  denied  the  petition  to  intervene  on 
the  ground  that  It  was  premature. 

Discussion  of  the  antitrust  allegations. 
Over  the  past  10  years  or  so,  and  in  a  variety 
of  regulatory  proceedings,  a  group  of  munic¬ 
ipal  electric  systems  In  Massachusetts  has 
sought  to  Intervene  so  as  to  present  evidence 
concerning  what  they  considered  to  be  anti¬ 
competitive  behavior  among  large  utilities  In 
New  England,  Including  BECO.  The  record 
In  the  Vermont  Yankee  Nuclear  Power  Corp. 
proceeding  (Docket  50-271)  before  the  AEC 
contains  considerable  evidence  Introduced  by 
the  municipal  group  In  support  of  its  allega¬ 
tions.  A  more  complete  record  was  compiled 
In  the  recently  concluded  hearings  In  the 
SEC  In  the  Holding  Company  Act  proceeding 
Involving  BECO  and  two  other  systems 
(Docket  70-4663) .  The  Department  of  Justice 
intervened  in  the  SEC  proceeding  and  Its 
brief  In  opposition  to  the  proposed  affiliation. 
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filed  on  June  14,  1071,  contains  a  detailed 
factual  analysis  of  the  antitrust  Issues.  A 
copy  of  that  brief  Is  attached  hereto. 

Boiled  down  to  Its  essentials,  the  antitrust 
issue  to  which  the  Massachusetts  municipals 
make  reference  In  their  various  petitions  to 
Intervene  concerns  alleged  means  by  which 
certain  New  England  utilities.  Including 
BECO,  have  precluded  municipal  systems 
from  gaining  access  to  bulk  power  supply  on 
the  same  basis  as  other  investor-owned 
utilities  do.  Efforts  by  the  municipals  to  be¬ 
come  owner-participants  In  the  Joint  ven¬ 
tures  which  gave  rise  to  the  Vermont  Yankee 
and  Maine  -  Yankee  nuclear  units  were 
thwarted  until  the  pressure  of  litigation 
initiated  by  the  municipals  forced  the  spon¬ 
sors  of  those  projects  to  offer  the  municipals 
an  opportunity  to  participate.  Efforts  by  the 
municipals  to  purchase  power  on  a  cost  of 
service,  unit  power  basis  from  Pilgrim  and 
other  units  in  New  England  have  failed, 
although  investor-owned  companies  have 
succeeded  in  purchasing  power  on  this  basis 
from  these  units.  For  many  years  the  munici¬ 
pals  were  denied  the  opportunity  to  par¬ 
ticipate  with  the  investor-owned  segment 
of  the  Industry  in  the  planning  of  bulk 
power  supply  for  the  region. 

It  must  be  noted  that  the  situation  has 
somewhat  Improved.  The  municipals,  as 
noted  earlier,  have  gained  access  to  the  Ver¬ 
mont  Yankee  and  Maine  Yankee  nuclear 
projects,  albeit  after  several  years  of  costly 
litigation  In  the  AEG,  SEC  and  the  Federal 
courts.  The  municipals  are  fully  participat¬ 
ing  In  the  effort  to  establish  a  New  England 
power  pool.  What  shape  the  pool  will  ulti¬ 
mately  take — whether  It  will  embrace 
regional  planning  in  a  meaningful  manner — 
has  not  yet  been  determined.  In  short,  al¬ 
though  problems  remain,  the  situation  con¬ 
fronting  the  municipals  is  not  as  dire  as  it 
previously  was. 

With  specific  reference  to  the  Pilgrim  unit, 
however,  it  appears  that  the  municipal  group 
has  made  several  unsuccessful  efforts  to  en¬ 
gage  in  meaningful  negotiations  with  BECO 
for  the  purchase  of  power  from  Pilgrim.  Upon 
learning  that  BECO  had  scheduled  Pilgrim, 
the  municipals  indicated  an  Interest  in  pur¬ 
chasing  unit  power  from  Pilgrim  and  In  con¬ 
tributing  to  the  financing  of  the  unit,  only 
to  be  advised  that  BECO  had  not  considered 
this  offer  a  "specific  proposal”  and  had  there¬ 
fore  not  felt  a  need  to  specifically  accept  or 
reject  it.  The  municipals  then  made  a  specific 
proposal  to  purchase  100  to  200  mw.  of  power 
on  a  unit  purchase  basis,  and  suggested  the 
means  by  which  the  transmission  could  be 
accomplished.  BECO  then  advised  the  munic¬ 
ipals  that  there  was  no  more  unit  power 
available  from  Pilgrim,  the  surplus  power 
having  been  dealt  to  three  investor-owned 
utilities. 

Recommendation.  We  conclude  that  many 
of  the  antitrust  allegations  advanced  by  the 
Massachusetts  municipals  raise  substantial 
questions,  both  with  respect  to  the  collective 
activity  of  the  utilities  In  New  England  and 
with  respect  to  the  unwillingness  of  BECO 
to  seriously  negotiate  with  the  municipals 
regarding  Pilgrim  power.  Accordingly,  a  hear¬ 
ing  on  the  antitrust  Issues  appears  to  be 
necessary  here. 

Prior  to  hearing  we  intend  to  formally 
recommend  to  the  Commission  certain  pro¬ 
cedural  arrangements  which  would  materially 
shorten  the  hearing  time  required  in  this 
case,  principally  Involving  steps  to  include 
In  the  record  on  this  application  relevant 
testimony  and  documentary  evidence  ad¬ 
duced  In  other  agency  proceedings.  It  is 
possible  that  BECO  and  the  Intervenors  may 
decide  that  their  Interests  wotild  be  best 
served  by  mutual  efforts  to  negotiate  ar¬ 
rangements  to  Insure  the  intervenors  rea¬ 
sonable  access  to  low  cost  power,  and  that  a 
hearing  might  thereby  be  rendered  unneces¬ 


sary.  We  would  of  coiuse  be  pleased  to  pro¬ 
vide  fiirther  advice  to  the  Commission  on 
the  need  tor  hearing  If  in  light  of  subsequent 
developments  the  Commission  Should  so 
request. 

|FR  Doc.71-13007  FUed  0-3-71;8:46  am] 


[Dockets  Nos.  50-329 A,  60-330A) 

CONSUMERS  POWER  CO. 

Notice  of  Receipt  of  Advice  and  Time 

for  Filing  of  Petitions  To  Intervene 

on  Antitrust  Matters 

The  Commission  has  received,  pur¬ 
suant  to  section  105c  of  Uie  Atomic 
Energy  Act  of  1954,  as  amended  (the 
Act) ,  a  letter  of  advice  from  the  Attorney 
General  of  the  United  States,  dated 
June  28, 1971,  a  copy  of  which  is  set  forth 
below  as  Appendix  A. 

Any  person  whose  interest  may  be 
affected  by  this  proceeding  may,  pur¬ 
suant  to  S  2.714  of  the  Commission’s  rules 
of  practice,  10  CFR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  appli¬ 
cation.  Petitions  for  leave  to  intervene 
and  requests  for  hearing  shall  be  filed 
within  thirty  (30)  days  after  publication 
of  this  notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 
Appendix  A 

CONSUMERS  POWER  CO.,  MIDLAND  PLANT  UNITS 
1  AND  2 

You  have  requested  our  advice  pursuant 
to  the  provisions  of  section  105  of  the  Atomic 
Energy  Act  of  1954,  68  Stat.  919,  42  U.S.C. 
2011-2296  as  recently  amended  by  Public  Law 
91-560,  84  Stat.  1472  (December  19,  1970), 
In  regard  to  the  above-cited  application. 

1.  Applicant.  Applicant  Is  one  of  the  major 
electric  utilities  in  Michigan’s  lower  penin¬ 
sula  and  Is  one  of  Its  two  largest  gas  utili¬ 
ties.  Its  electric  operations  are  carried  out 
over  most  of  the  lower  peninsula  except  for 
the  eastern  section  served  by  Detroit  Edison, 
and  a  small  section  In  southwestern  Michi¬ 
gan  served  by  the  Indiana-Michlgan  Co.,  and 
the  Michigan  Power  Co.,  both  subsidiaries  of 
the  American  Electric  Power  System  (AEP). 

Its  electric  bulk  power  supply  planning 
and  operations  are  horizontally  Integrated  In 
that  Its  33  conventional  steam,  nuclear 
steam,  gas  turbine,  hydroelectric,  and  inter¬ 
nal  combustion  generating  stations  are 
integrated  through  high  voltage  transmis¬ 
sion  lines  which  include  321  circuit  miles 
operating  at  345  kv.  (thousand  volts),  and 
3,174  miles  at  138  kv.  It  operates  4,031  miles 
of  transmission  or  subtransmission  at  46 
kv.  Its  total  system  capability,  excluding 
receipts  from  Interconnected  systems,  as  of 
December  1070  was  3,731,600  kw.  (thousand 
watts) ;  Its  system  peak  was  3,448,345  kw. 

It  Is  also  vertically  Integrated,  operating, 
as  of  1970,  42,193  pole  miles  of  distribution 
facilities  serving  1,082,400  customers  some 
20,771,020  thousand  kilowatt  hours.  Appli¬ 
cant's  electric  plant  In  service  as  of  1970 
exceeded  $1,200  million.  Its  1970  electric 
revenues  were  $334,904,000. 

Applicant  Is  Interconnected  with  Detroit 
Edison  through  four  EHV  (extra  high  volt¬ 
age)  transmission  lines  operating  at  345  kv. 
and  through  four  high  voltage  lines  oper¬ 
ating  at  120  kv.  and  138  kv.,  and  coordinates 
Its  planning  and  operations  with  Detroit 
Edison  to  a  high  degree.  Including  reserve 


sharing  and  coordinated  development.  This 
pooling  Is  carried  out  through  a  contract 
which  has  recently  been  filed  with  the  Fed¬ 
eral  Power  Commission.  Its  pooling  with 
Detroit  Edison  Is  described  In  Part  n  of  the 
Federal  Power  Commission’s  1970  National 
Power  Survey  (hereinafter  1970  Power  Sur¬ 
vey)  at  page  n-2-101.  Further,  applicant 
maintains  two  EHV  Interconnections  with 
the  American  Electric  Power  System,  and 
through  Detroit  Edison,  as  part  of  the  Michi¬ 
gan  Pool,  Is  Interconnected  by  high  voltage 
or  EHV  transmission  lines  to  the  Ontario 
Hydro  system  In  Canada,  and  to  major  utili¬ 
ties  in  Ohio.  Its  coordination  with  the  MHO 
group  (Michlgan-Indlana-nilnois-Ohio)  Is 
described  In  the  1970  Power  Survey  at  page 
II-2-107,  and  the  Mlchlgan-Ontarlo  coordi¬ 
nation  Is  shown  at  page  II-2-104.  A  com¬ 
parison  of  the  types  of  power  pooling  en¬ 
gaged  In  by  the  applicant,  with  that  of  other 
utilities.  Is  shown  at  page  II-2-53.  It  engages 
In  some  reserve  sharing  with  MIIO  utilities 
but  contractual  arrangements  permitting 
coordinated  development  have  not  been 
implemented. 

Except  for  Its  southwestern  comer  served 
by  AEP,  Michigan’s  lower  peninsula  consti¬ 
tutes  Power  Supply  Area  No.  11  (PSA  11)  of 
the  Federal  Power  Commission’s  East  Cen¬ 
tral  Region.  A  description  of  the  region  ap¬ 
pears  in  1970  Power  Survey  at  II-2-1.  The 
1970  peak  demand  for  the  major  systems 
in  PSA  11  (as  estimated  at  the  time  of 
drafting  of  the  survey)  was  9,900  mw.  (meg¬ 
awatts  or  millions  of  watts)  and  energy  for 
load  at  56,210,000  kilowatt  hours.  Appli¬ 
cant’s  and  Detroit  Ekllson’s  most  recent 
peak  loads  are  3,448  mw.  and  5,465  mw.  re¬ 
spectively,  totaling  8,913  mw.;  their  coinci¬ 
dental  1970  summer  peak  was  8,808  mw.  or 
almost  90  percent  of  the  locul  of  major  sys¬ 
tems  In  PSA  11,^  and,  at  a  minimum,  80  per¬ 
cent  to  85  percent  of  the  loads  of  all  utilities 
in  that  area.  Applicant’s  generating  and 
transmission  expansion  program  Indicates  it 
proposes  to  install  generating  unit  sizes  of 
up  to  1,150  mw.  and  Its  Interconnection  and 
pooling  also  allow  It  to  undertake  a  pumped 
storage  hydroelectric  development  of  1,872 
mw.  at  Luddington.  Midland  Unit  No.  1  Is 
rated  by  applicant  at  486  mw.  and  Midland 
Unit  No.  2  at  815  mw. 

2.  Applicant’s  competitors.  While  competi¬ 
tion  in  regtilated  Industries  Is  not  the  hour- 
by-hour  competition  of  the  marketplace  as 
In  the  unregulated  sector,  there  Is  still  sub¬ 
stantial  and  vigorous  actual  and  potential 
competition  among  electric  utilities  of  vari¬ 
ous  kinds.  Applicant’s  smaller  competitors 
Include  a  number  of  municipal  electric  utili¬ 
ties  and  rural  electric  cooperative  systems 
distributing  electric  power  and  energy  In  the 
general  are  served  by  applicant.  Some  of 
the  municipal  systems  own  and  operate  their 
own  bulk  power  supply.  The  largest  single 
independent  system  Is  the  Lansing  munici¬ 
pal  system.  It  maintains  468,631  kw.  of  gen¬ 
erating  capacity  and  serves  66,633  customers 
at  retail.  Similarly,  some  of  the  rural  electric 
cooperatives  have  organized  generation  and 
transmission  cooperatives.  The  latter,  which 
include  Northern  Michigan  Electric  Coopera¬ 
tive  and  Wolverine  Electric  Cooperative,  may 
serve  several  distribution  cooperatives. 

Some  of  the  public  bulk  power  supply  sys¬ 
tems  have  Intereconnected  their  facilities 
through  69  kv.  and  46  kv.  transmission  lines 
and  coordinated  their  system  planning  and 
operations  as  the  Michigan  Municipal  and 
Cooperative  Power  Pool  (MMCPP) .  These  in- 


>1  am  advised  that  statistics  for  PSA  11 
are  restricted  to  loads  and  resources  of  major 
systems.  For  PSA  11  these  Include  the  Michi¬ 
gan  Pool,  the  Lansing  Muncipal  System  and 
the  Detroit  Public  Lighting  Commission 
which  furnishes  electric  power  for  Detroit’s 
municipal  purposes  but  not  as  a  utility. 
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elude  Northern  Michigan  Electric  Coopera¬ 
tive,  Wolverine  Electric  Cooperative,  the 
cities  of  Grand  Haven  and  Traverse  City,  and 
through  Wolverine,  the  cities  of  Hart,  Lowell, 
Zeeland,  and  Portland.  I  am  advised  that 
total  (MMCPP)  load  as  of  1970  was  132  mw.; 
total  capacity  was  209  mw.  MMCPP  provided 
electric  bulk  power  supply  for  approximately 
103,000  of  Its  members’  customers.  In  addi¬ 
tion,  through  Northern  Michigan,  the 
MMCPP  Is  Interconnected,  although  only 
very  slightly  coordinated,  with  the  appli¬ 
cant.  Applicant  has  Interconnections  for  sup¬ 
plying  the  total  requirements  of  foiu*  small 
municipal  systrais,  and  for  the  partial  sup¬ 
ply  of  one  small  private  system,  the  Alpena 
Power  Co.  (which  Is  principally  a  distribu¬ 
tion  system),  and  Intercotmectlons  with  a 
number  of  other  municipal  and  cooperative 
systems  In  the  lower  peninsula  for  partial 
supply  or  reserve. 

None  of  the  contracts  under  a'hlch  these 
Interconnections  are  operated,  and  on  which 
the  smaller  systems’  planning  of  new  facili¬ 
ties  Is  predicted,  represent  coordination 
which  approaches  In  any  degree  the  coordina¬ 
tion  between  the  members  of  the  Michigan 
Pool,  or  the  coordination  effected  or  pro¬ 
posed,  among  the  larger  utilities  with  which 
applicant  Is  interconnected  as  discussed  In 
Item  1. 

3.  Relevant  economics  of  the  industry.  We 
are  not  aware  of  any  studies  which  Indicate 
real  economies  of  scale  In  the  retail  distribu¬ 
tion  of  electric  power.  Bulk  power  supply  has 
significant  scale  economies.  Power  to  be  com¬ 
mercially  marketable  must  have  a  guarantee 
of  a  high  degree  of  continuity  In  supply. 
Such  power  Is  marketed  as  "firm.”  As  the 
electrical  and  mechanical  generating  and 
transmission  elements  of  a  bulk  power  sup¬ 
ply  system  are  subject  to  forced  outages  In 
varying  degrees,  it  Is  necessary  to  provide  for 
this  risk  of  forced  outage.  It  Is  less  expensive 
to  deal  with  risk  collectively  since,  under 
the  law  of  large  numbers  (the  same  principle 
as  Insurance),  if  the  outages  occur  at  ran¬ 
dom,  a  predictable,  and  smaller  amount  of 
reserves  will  supply  a  satisfactory  degree  of 
service  continuity.  Applicant  and  Detroit  Edi¬ 
son  pool  such  risks,  and  share  reserves  to  the 
extent  power  surpluses  are  available.  Similar¬ 
ly.  the  Michigan  Pool  engages  In  such  “re¬ 
serve  sharing’’  with  Ontario  Hydro,  and  ma¬ 
jor  systems  in  Illinois,  Indians,  and  Ohio. 

Load  In  PSA  11  Is  estimated  to  grow,  on 
average,  at  about  6  percent  annually.  How¬ 
ever  new  generating  capacity  necessary  to 
meet  growth  In  load,  is  “lumpy”  In  the  eco¬ 
nomic  sense,  since  the  costs  are  mainly  In¬ 
curred  on  or  before  the  unit  commences 
operation,  and  ordinarily  the  entire  generat¬ 
ing  unit  output  becomes  available  shortly 
after  construction  and  testing. 

High  voltage  transmission  is  the  Integrat¬ 
ing  and  coordinating  medium.  It  Integrates 
and  coordinates  generation  to  take  advan¬ 
tage  of  dealing  with  risk  collectively;  It  inte¬ 
grates  and  coordinates  load  so  that  facilities 
can  be  planned  to  meet  pooled  load  growth. 
Such  reserve  sharing,  coordinated  develop¬ 
ment,  and  other  tjrpes  of  coordination  avail¬ 
able  through  high  voltage  and  extra  high 
voltage  transmission,  make  possible  the  econ¬ 
omies  of  scale  in  biilk  power  supply  to  sys¬ 
tems  participating  In  such  coordination. 

4.  Likely  competitive  effects  of  granting 
the  application.  In  our  antitrust  review  we 
have  focused  principally  upon  the  effects 
which  granting  the  present  application 
would  have  upon  the  competing  utilities  de¬ 
scribed  In  Part  2  of  this  letter.  Our  Investi¬ 
gation  revealed  only  one  specific  request  by 
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any  of  these  competing  utilities  for  owner¬ 
ship  participation  In  the  Midland  units  or 
purchase  of  portions  of  their  capacity.*  We 
do  not,  however,  regard  the  presence  or  ab¬ 
sence  of  such  requests  as  determinative  of 
our  antitrust  Inquiry,  for  the  following  rea¬ 
sons.  Applicant’s  plans  to  meet  a  substantial 
portion  of  its  future  generation  require¬ 
ments  from  the  Midland  units  cannot  be 
viewed  In  Isolation  from  the  rest  of  its  bulk 
power  supply  program.  In  particular.  It  Is 
applicant’s  participation  In  the  Michigan 
Pool  which  establishes  an  economic  frame¬ 
work  sufficient  to  support  the  feasibility  of 
installing  such  large-scale  baseload  generat¬ 
ing  units.  The  Michigan  Pool,  together  with 
Interconnections  which  applicant  maintains 
with  large  systems  outside  Michigan,  pro¬ 
vides  applicant  with  full  access  to  the  inter¬ 
connected  network  of  high-voltage  trans¬ 
mission  and  to  the  economic  benefits  of  co¬ 
ordination  among  electric  utilities  In  bulk 
power  production.  Because  of  the  nature  of 
the  technology  In  bulk  power  production,  the 
electric  utility  Industry  appears  to  be  sig¬ 
nificantly  different  from  most  industries  In 
one  Important  respect;  there  appears  to  be 
an  Irreducible  minimum  of  cooperation 
among  competing  utilities  which  is  essential 
to  the  long-term  competitive  viability  of  each 
of  them.  Indeed  the  evidence  indicates  that 
the  smaller  the  utility,  the  more  critically 
Important  Is  Its  access  to  the  unique  eco¬ 
nomic  benefits  of  Interconnection  and  coor¬ 
dinated  development  with  other  utilities.  Cf. 
“Gainesville  Utilities  Dept.  v.  Florida  Power 
Corp.,”  39  UJ3.L.  Week  4601,  4602  (May  24, 
1971).  In  view  of  the  economic  factors  which 
determine  the  ability  of  any  system  to  under¬ 
take  either  sole  or  Joint  responsibility  for  a 
nuclear  generating  unit,  we  have  felt  obliged 
to  Inquire  Into  the  totality  of  applicant’s 
conduct  vis-a-vis  the  smaller  utilities  de¬ 
scribed  In  Part  2,  which  may  have  had  the 
effect  of  excluding  at  the  threshold  the  eco¬ 
nomic  feasibility  of  their  participating  In  a 
nuclear  generating  unit. 

Based  on  Information  which  appecus  In  ap¬ 
plicant’s  responses  to  the  Department’s  ques¬ 
tions,  review  of  applicant’s  contracts  on  file 
at  the  Federal  Power  Commission,  and  other 
Information  which  has  come  to  the  attention 
of  this  Department,  It  appears  that  appli¬ 
cant,  through  Its  sole  ownership  and  contreri 
of  the  high  voltage  and  extra  high  voltage 
transmission  system  covering  a  major  por¬ 
tion  of  Michigan’s  lower  peninsula,  has  sub¬ 
stantial  market  power  vis-a-vis  its  smaller 
competitors  and  may  be  exercising  that  power 
to  deny  to  those  competitors  participation  In 
coordinated  bulk  power  supply  to  the  extent 
necessary  to  maintain  their  long-term  com¬ 
petitive  viability. 

As  we  have  Indicated,  the  largest  of  the 
other  utilities  In  the  area  encompassed  by 
applicant’s  transmission  system — ^the  city  of 
Lansing — appears  to  have  been  able  to  obtain 
a  large  degree  of  access  to  the  interconnected 
grid  and  to  the  economic  benefits  to  coordi¬ 
nation  among  utilities  by  means  of  its  con¬ 
tract  with  applicant.  However,  the  situation 
Is  more  clouded  with  respect  to  the  entitles 
which  now  comprise  the  Michigan  Municipal 
and  Cooperative  Power  Pool.  The  Information 
which  we  have  assembled  Indicates  that  In 
the  period  1963-64  two  of  the  principal  com¬ 
ponents  of  MMCPP,  the  Wolverine  Electric 


*On  May  24,  1971,  the  Director  of  the 
Traverse  City  municipal  system  Informed 
Applicant  that  It  was  Interested  In  exploring 
the  feasibility  of  buying  a  share  of  the  gen¬ 
erating  capacity  of  one  or  both  of  the  Mid¬ 
land  units. 


Cooperative  and  the  Northern  Michigan  Elec¬ 
tric  Cooperative,  attempted  imsuccessfully  to 
obtain  coordination  contracts  with  applicant. 
’The  contracts  which  the  coc^eratlves  sought 
would  have  recognized  their  status  as  utility 
systems  in  the  area  and  would  have  provided 
for  mutual  support  obligations  between  the 
cooperatives  and  applicant  to  assist  each 
other  in  the  event  of  emergencies.  Applicant 
persistently  stated  Its  view  that  It  was  un¬ 
willing  to  deal  with  the  cooperatives  as  neigh¬ 
boring  utilities  seeking  to  coordinate  their 
systems  with  that  of  applicant,  because  there 
was  no  advantage  to  applicant  in  its  doing  so. 
Applicant  made  clear  that  It  was  only  willing 
to  contract  with  the  cooperatives  as  a  whole¬ 
sale  supplier  of  substantially  all  of  the  lat¬ 
ter’s  future  load  growth  requirements,  within 
the  standard  supplier-customer  relationship. 
The  cooperatives  xUtimately  determined.  In 
consultation  with  officials  of  the  Rural  Elec¬ 
trification  Administration,  that  applicant’s 
offer  was  unsulted  to  their  long-term  bulk 
power  needs,  and  they  determined  to  under¬ 
take  the  expansion  of  their  own  generation 
substantially  as  an  isolated  system.  We  have 
received  some  Information  indicating  that 
applicant  made  determined  efforts  to  prevent 
the  governmental  approvals  which  were  nec¬ 
essary  prerequisites  to  such  eiq>ansion  of  the 
cooperative  systems. 

In  1969,  applicant  was  approached  by  the 
members  of  MMCPP,  who  Indicated  that  they 
were  now  interested  In  exploring  the  pos¬ 
sibility  of  a  coordination  contract,  on  a  pool 
basis,  similar  to  that  which  applicant  had 
been  unwilling  to  enter  Into  with  Wolverine 
or  Northern  Michigan  some  5  years  earlier. 
Applicant’s  response.  Indicating  a  willingness 
to  engage  in  negotiations  over  such  a  con¬ 
tract,  may  well  Indicate  significant  altera¬ 
tion  In  Its  position  with  respect  to  the  access 
of  smaller  utilities  to  the  economic  benefits 
of  interconnection  and  coordinated  develop¬ 
ment.  It  Is  not  now  possible,  however,  to  come 
to  any  conclusion  as  to  whether  MMCPP 
members  will  be  able  to  obteUn  the  degree 
of  access  to  coordination  which  they  re¬ 
quire  for  their  long-term  competitive  viabil¬ 
ity.  We  note  first  that  no  contract  has  yet 
been  concluded  between  applicant  and  the 
pool  although  negotiations  have  been  con¬ 
ducted  over  a  substantial  period  and  ap¬ 
parently  there  has  been  a  considerable  nar¬ 
rowing  of  the  areas  of  active  controversy. 
Second,  we  have  noted  that  the  provisions  for 
mutual  emergency  suppes’t  upcm  which  ap¬ 
plicant  has  Insisted  throughout  the  negotia¬ 
tions  appear  to  be  substantially  different  In 
conception  and  effect  from  the  reserve  pool 
arrangement  which  exists  In  the  Michigan 
Pool  agreement.  In  the  Oonsumers-Lanslng 
agreement,  and  In  pooling  agreements  which 
generally  prevail  throughout  the  country. 
’This  fundamental  difference  appears  to  re- 
fiect  the  relatively  small  size  of  MMCPP  vis- 
a-vis  the  applicant,  applicant’s  dominance  In 
the  ownership  of  high  voltage  transmission 
in  the  area,  and  the  oonrcquent  lack  of  any 
economically  feasible  alternatives  to  the 
MMCPP  members  dealing  with  ai>plicant.  If 
the  contract  Is  concluded  In  the  form  pres¬ 
ently  proposed  by  applicant,  or  If  It  Is  not 
concluded  because  MMCPP  or  REA  concludes 
that  It  would  provide  Insufficient  benefits  to 
Justify  the  facilities  costs  which  It  would  in¬ 
cur,  we  think  that  there  will  need  to  be  care¬ 
ful  inquiry  in  this  Commission’s  hearing  as 
to  whether  the  terms  insisted  upon  by  ap¬ 
plicant  were  calculated  or  had  the  effect  over 
the  long  run  to  deprive  MMCPP  of  the  degree 
of  coordination  which  It  would  require  to 
6ui^>ort  an  economical  viable  bulk  power  sup- 
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ply  program  Including  participation  In  th« 
beneHtB  of  nuclear  power  from  large  \inlt8.* 

The  difficulty  of  coming  to  any  definite  con¬ 
clusions  about  the  effects  of  granting  the 
applicant's  licenses  is  further  clouded  by  the 
existence  of  certain  contract  provisions  which 
presently  appear  to  have  some  anticompeti¬ 
tive  impact.  Certain  provisions  of  the  Michi¬ 
gan  Pool  contract  seem  on  their  face  to  have 
the  effect  of  limiting  the  freedom  of  either 
of  the  pool  members  to  negotiate  bulk-power 
supply  coordination  with  third-party  utilities 
in  Michigan.  It  would  be  desirable  in  an  anti¬ 
trust  bearing  to  explore  whether  these  con¬ 
tract  provisions  could  have  the  effect  of 
limiting  coordination  opportunities  of  third 
parties.  In  addition,  we  have  noted  that  many 
of  applicant’s  wholesale  power  supply  con¬ 
tracts  have  contained  provisions  purporting 
to  restrict  the  right  of  the  purchaser  to 
resell  any  of  the  power  to  a  third  utility  or 
to  Interconnect  with  third  utilities.  Appli¬ 
cant  has  represented  to  us  that  such  pro¬ 
visions  were  Inserted  solely  for  the  purpose 
of  attempting  to  preclude  it  becoming  sub¬ 
ject  to  FPC  jvu'lsdictlon,  the  applicant  has 
never  attempted  to  enforce  any  such  pro¬ 
vision,  that  it  is  presently  removing  the 
provision  from  contracts  when  they  come  up 
for  renewal,  and  that  it  is  now  willing  to 
Inform  all  parties  to  contracts  containing 
such  a  provision  that  it  regards  the  pro¬ 
vision  as  a  nullity.  Such  undertakings  seem 
entirely  adequate  to  preclude  any  future  ad¬ 
verse  Impact  of  such  contract  provision,  but 
some  Inquiry  is  needed  as  to  whether  its 
existence  has  contributed  in  any  significant 
degree  to  the  Inability  of  other  utilities  to 
obtain  alternative  coordination  arrange¬ 
ments.  Finally,  we  have  noted  that  most  of 
the  applicant's  wholesale  power  contracts 
contain  a  provision  limiting  the  amount  of 
firm  capacity  which  the  customer  may  ob¬ 
tain.  While  we  of  course  recognize  that  the 
applicant  has  an  entirely  legitimate  Interest 
in  being  Informed  sufficiently  in  advance  of 
its  customers’  expected  power  requirements, 
the  provision  appears  to  impose  some  practi¬ 
cal  limitation  on  the  ability  of  such  custom¬ 
ers  to  actively  compete  with  applicant  for 
large  new  loads  in  their  service  area.  While 
applicant  has  represented  to  us  that  it  has 
never  declined  to  meet  the  firm  power  re¬ 
quirements  of  its  wholesale  customers,  we 
think  that  there  needs  to  be  some  factual 
Inquiry  as  to  whether  the  provision  has  bad 
a  chilling  effect  upon  competition  between 
applicant  and  its  customers. 

Conclusion.  For  the  foregoing  reasons,  we 
believe  that  granting  the  license  sought  here¬ 
in  may  maintain  a  situation  inconsistent 
with  the  antitrust  laws.  Accordingly,  we 
recommend  that  a  hearing  be  held  pursuant 
to  section  105  of  the  Atomic  Energy  Act  to 
provide  a  factual  basis  upon  which  the  Com¬ 
mission  may  appropriately  determine  these 
questions. 

In  determining  these  questions,  the  Com¬ 
mission,  we  believe,  will  wish  to  consider 
principles  developed  by  the  Coiirts  In  constru¬ 
ing  sections  1  and  2  of  the  Sherman  Act  (15 

U. S.C.  1-2).  Oenerally  the  antitrust  laws  re¬ 
quire  that  when  business  entitles  Jointly 
control  an  essential  resource,  they  must 
grant  access  to  it,  on  equal  and  nondlscrlm- 
inatory  terms,  to  all  those  engaged  in  the 
given  business.  This  principle  has  been  widely 
applied  to  a  variety  of  business  organiza¬ 
tions — including  terminal  railways,  “United 
States  V.  Terminal  R.R.  Ass’n,”  224  U.S.  383 
(1912);  national  securities  markets,  “Silver 

V.  New  York  Stock  Exchange,’’  373  U.S.  341 


*  A  representative  of  the  pool  has  expressed 
to  the  Depfu^ment  bis  concern  that  the  con¬ 
tract  terms  insisted  upon  by  aj^Iicant  will 
force  the  pool  into  uneconomic  bulk-power 
expansion  programs. 
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(1963);  dominant  news  gathering  organiza¬ 
tion,  “Associated  Press  v.  United  States,"  326 
U.S.  1  (1945).*  The  reason  for  the  rule  is  to 
prevent  those  holding  a  unique  monopoly 
position  from  using  that  lawful  monopoly  to 
foreclose  competition  in  related  activities 
which  should  be  competitive.  This  is  also 
closely  related  to  the  antitrust  rule  which 
denies  to  the  individual  firm  in  a  monopoly 
position  the  usual  right  to  select  the  persons 
with  which  it  will  deal.  See  “United  States  v. 
Colgate  and  Co.,’’  250  U.S.  300,  307  (1919).  We 
believe  that  applicant’s  control.  Itself  and 
through  the  Michlg;an  Pool,  of  bulk  power 
facilities  in  lower  Michigan  may  involve  this 
kind  of  unique  monopoly  position;  and  ac¬ 
cordingly  its  apparent  refusal  to  grant  fair 
and  nondiscrlminatory  access,  as  described 
above,  may  raise  serious  antitrust  questions, 
for  which  a  hearing  is  necessary. 

IFR  Doc.71-1300e  Filed  9-3-71;8:46  am) 


[Docket  No.  50-341A] 

DETROIT  EDISON  CO. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received  pursu¬ 
ant  to  section  105c  of  the  Atomic  Energy 
Act  of  1954,  as  amended  (the  Act),  the 
following  advice  from  the  Attorney  Gen¬ 
eral  of  the  United  States,  dated  Au¬ 
gust  16,  1971: 

You  have  requested  our  advice  pursuant 
to  the  provisions  of  section  105  of  the  Atomic 
Energy  Act  of  1954,  68  Stat.  919,  42  U.S.C. 
2011-2296  as  amended  by  Public  Law  91-560, 
84  Stat.  1472  (December  19,  1970),  in  regard 
to  the  above  cited  application. 

Applicant.  Applicant  is  the  largest  electric 
utility  in  Michigan,  in  terms  of  electric  load 
although  the  geographic  area  covered  by 
applicant  is  less  than  that  of  Ckmsumers 
Power  Co.  Its  operation  and  planning  are 
closely  coordinated  with  that  of  Consumers 
and  other  adjacent  systems  as  more  fully 
described  to  you  in  our  letter  of  June  28, 
1971,  concerning  Consumers’  Midland  appli¬ 
cations  in  Dockets  Nos.  50-329A  and 
5()-330A. 

Our  preliminary  study  of  the  application 
indicated  the  possibility  that  contractual 
limitations  in  the  Michigan  pool  agreement 
might  unreasonably  restrict  entrance  of  third 
parties  into  the  pool  or  coordination  between 
each  of  the  pool  members  and  third  party 
systems  in  Michigan. 

In  a  meeting  with  the  applicant,  these 
questions  were  discussed  and  applicant 
stated  that  it  Interpreted  the  contract  not 
to  restrict  interconnection  between  either  of 
the  pool  members  and  a  third  party  and  not 
to  restrict  coordinated  planning  and  opera¬ 
tions  with  that  third  party  of  various  kinds, 
including  but  not  limited  to  emergency 
power  exchanges,  deficiency  or  unit 


*Thls  principle  also  has  been  applied  to 
require  access  to  a  wide  variety  of  local  prod¬ 
uce  markets  for  which  access  is  essential 
in  order  for  members  of  the  Industry  to  com¬ 
pete.  “Oamco,  Inc.  v.  Providence  Fruit  and 
Produce  Bldg.,’*  194  F.  2d  484  (1st  clr.  1952), 
cert,  denied,  344  U.S.  817  (1952)  (a  produce 
exchange  building) ;  "American  Federation  of 
Tobacco  Growers  v.  Neal,”  183  F.  2d  869  (4th 
Clr.  1950)  (a  tobacco  market) ;  “United  States 
v.  New  England  Fish  Exchange,”  258  F.  732 
(D.  Mass.  1919);  (a  fish  market);  “United 
States  V.  Tarpon  Sponge  Exchange,”  142  F. 
2d  125  (5th  Clr.  1944)  (a  sponge  market);  cf. 
"Anderson  v.  United  States,”  171  U.S.  604, 
618-619  (1898)  (a  livestock  market) . 
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power  transactions,  and  economy  energy 
transactions. 

Applicant  further  stated  that  Article  I, 
section  8  of  the  contract  which  provides: 

“By  mutual  agreement  of  the  parties 
hereto,  the  parties  may  enter  into  pooling 
arrangements  with  a  third  party.  Such  third 
parties  may  participate  in  added  economies 
which  result  from  such  pooling  arrange¬ 
ments.  The  Special  Agreements  required  with 
these  third  parties  shall  be  Included  in  Sup¬ 
plement  E  of  Part  II  of  this  Agreement,  and 
shall  Include  provisions  for  initiation  and 
termination  thereof.” 

was  not  intended  unreasonably  to  restrict 
admission  of  any  third  party  into  a  multi¬ 
lateral  pooling  arrangement  as  part  of  the 
Michigan  pool.  Applicant  has  submitted  a 
commitment  to  eliminate  that  provision,  or 
to  revise  it,  or  otherwise  to  indicate  that  it 
would  consent  to  the  admission  of  any  third 
party  which  could  meet  specified  reasonable 
criteria. 

Accordingly,  we  believe  that  no  antitrust 
hearing  will  be  necessary  and  that  proper 
accommodation  of  antitrust  policy  and  power 
needs  will  be  effectuated  by  imposition  by  the 
Commission  of  a  license  condition  requiring 
the  applicant  to  fulfill  the  assurances  set 
forth  in  its  letter  of  August  13,  1971,  which  is 
attached  hereto.  As  that  letter  indicates,  the 
applicant  has  no  objection  to  this  procedure. 

Any  person  whose  interest  may  be 
affected  by  this  proceeding  may,  pursu¬ 
ant  to  8  2.714  of  the  Commission’s  rules 
of  practice,  10  CFR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  appli¬ 
cation.  Petitions  for  leave  to  intervene 
and  requests  for  hearing  shall  be  filed 
within  thirty  (30)  days  after  publication 
of  this  notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

’  Lyall  Johnson, 

Director,  Division  of 
State  and  Licensee  Relations. 

[FR  Doc.71-13009  Filed  9-3-71;8:46  am] 


[Dockets  Nos.  60-269A,  50-270A,  60-287A1 

DUKE  POWER  CO. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received,  pursu¬ 
ant  to  section  105c  of  the  Atomic  Energy 
Act  of  1954,  as  amended  (the  Act) ,  a  let¬ 
ter  of  advice  from  the  Attorney  General 
of  the  United  States,  dated  August  2, 
1971,  a  copy  of  which  is  set  forth  below 
as  Appendix  A. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may,  pursuant 
to  §  2.714  of  the  Commission’s  rules  of 
practice,  10  CFR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  appli¬ 
cation.  Petitions  for  leave  to  Intervene 
and  requests  for  hearing  shall  be  filed 
within  thirty  (30)  days  after  publication 
of  this  notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 
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Appendix  A 

DUKE  POWER  CO.,  OCONEE  UNITS  1,  2,  AND  3 

You  have  requested  our  advice  pursuant  to 
the  provisions  of  section  105  of  the  Atomic 
Energy  Act  of  1954,  68  Stat.  919,  42  U.S.C. 
2011-2296  as  recently  amended  by  Public  Law 
91-560,  84  Stat.  1472  (December  19,  1970),  in 
regard  to  the  above  cited  application. 

Applicant.  Applicant  is  one  of  the  major 
electric  utilities  in  the  eastern  United  States. 
I  am  advised  that  its  electric  system  serves 
the  Piedmont  Carolinas,  in  an  area  about  100 
miles  wide  and  260  miles  long,  extending 
from  Virginia  on  the  northeast  to  Georgia  on 
the  southwest,  having  a  total  area  of  about 
20,000  square  miles  and  serving  a  population 
of  about  3,300,000.  Its  total  assets  as  of  De¬ 
cember  31,  1970,  exceeded  $1%  billion.  Its 
electric  operating  revenues  for  1970  were 
$386,138,000.  Its  total  utility  plant  exceeded 
$2  billion  before  depreciation  and  its  net  util¬ 
ity  plant  was  $1,628,677,000.  In  1970  it  had 
a  total  generating  capacity  of  6,743,789  kw. 
consisting  of  about  5,650,000  kw.  of  steam  ca- 
pcMlty,  860,000  kw.  of  hydro-electric  generat¬ 
ing  capacity  and  relatively  smaller  amounts 
of  gas  turbine  capacity  and  internal  com¬ 
bustion  capacity.  Its  1970  system  peak  de¬ 
mand  was  6,284,000  kw.  Of  this,  approxi¬ 
mately  700,000  kw.  was  supplied  to  58  inde¬ 
pendent  distribution  systems  serving  at  retail 
in  the  general  area  described  above. 

Duke's  many  generating  stations  are  in¬ 
tegrated  into  a  single  bulk  power  supply  sys¬ 
tem  by  a  high  voltage  transmission  network 
which  includes  1,535  circuit  miles  of  230  kv., 
5,130  circuit  miles  of  100  kv.,  and  2,591  cir¬ 
cuit  miles  of  44  kv.  Its  total  high  voltage 
transmission  as  of  December  31,  1970,  was 
9,481  circuit  miles.  It  is  also  vertically  inte¬ 
grated,  distributing  electric  power  at  retail 
throu^out  most  of  this  area.  It  presently 
operates  over  43,000  pole  miles  of  distribution 
lines. 

Duke’s  bulk  power  supply  system  is  further 
interconnected  and  coordinated  with  other 
major  systems  on  its  periphery.  These  in¬ 
clude  high  voltage  ties  to  the  American 
Electric  Power  SystMn  through  Appalachian 
Power  Ck>.  on  its  north,  to  Carolina  Power 
and  Light  on  the  east,  to  South  Carolina 
Electric  and  Gas  on  the  south,  and  to  the 
Southern  System  on  the  southwest  through 
Georgia  Power  Co.,  and  also  ties  with  proj¬ 
ects  of  the  Southeastern  Power  Adminis¬ 
tration  on  the  Savannah  River.  It  is  also 
interconnected  with  Yadkin,  Inc.,  an  in¬ 
dustrial  power  supply. 

History  and  structure.  Duke’s  early  base 
was  in  the  development  of  water  powers  on 
the  Catawba  and  Wateree  Rivers  which  are 
in  the  Santee  Basin  in  the  Carolinas.  It  soon 
added  steam  generation 'which  it.  integrated 
with  its  hydro  generation  by  high  voltage 
transmission  lines.  Its  evolution  can  be 
traced  through  a  series  of  amalgamations  and 
purchases  which  had  the  effect  of  providing 
it  control  over  many  of  the  water  powers  in 
the  area.  At  about  the  same  time  a  similar 
company  called  Southern  Public  Utilities  Co. 
was  developing  along  parallel  lines  but  oper¬ 
ating  extensive  retail  distribution  proper¬ 
ties,  and  the  interests  of  these  companies 
were  first  closely  associated  and  then  com¬ 
pletely  joined. 

Duke  now  owns  or  controls  substantially 
all  the  water  powers  in  its  area.  Since  Duke 
owns  virtually  all  of  the  water  power  proj¬ 
ects  on  economically  attractive  sites  in  its 
area,  other  electric  entities  seeking  entry  into 
bulk  power  supply  cannot  resort  to  hydro¬ 
electric  production  which  can  be  economi¬ 
cally  developed  as  isolated  projects  not  re¬ 
quiring  interconnection  with  other  generat¬ 
ing  sources. 

Duke  also  owns  and  controls  all  high  volt¬ 
age  transmission  in  the  area,  and  owns  or 


controls  substantially  all  thermal  genera¬ 
tion  in  the  same  area.  Hence,  it  has  the  mar¬ 
ket  power  to  grant  or  deny  access  to  coordi¬ 
nation  which  is  essential  for  a  competitive 
thermal  bulk  power  supply  in  today’s  power 
economy.  This  is  spelled  out  in  some  detail 
in  our  letter  of  June  28,  1971,  regarding  Con¬ 
sumers  Power  Oo. 

Anticompetitive  conduct.  From  almost  its 
inception,  Southern  Power  Company’s  and 
Duke’s  contracts  contained  market  alloca¬ 
tions  which  allocated  larger  customers  to 
Duke.  Duke  claims  these  allocations  never 
resulted  in  precluding  its  purchasers  in  bulk 
from  selling  to  any  customer,  and  in  No¬ 
vember  1964,  removed  the  provisions  from 
all  its  rates  schedules  filed  with  the  Federal 
Power  Commission,  see  Docket  No.  E-7122. 
30  FPC  524,  32  PPG  594  (1964)  and  32  FPC 
1253.  Shortly  thereafter,  on  January  1,  1965, 
Duke  filed  changed  rate  schedules  modifying 
its  rate  design,  with  the  possible  effect  of 
perpetuating  the  market  allocation  effected 
by  the  earlier  provisions.  Wholesale  custom¬ 
ers  of  Duke  are  now  making  substantially 
this  claim  to  the  Federal  Power  Commission, 
Before  the  Federal  Power  Commission  Docket 
No.  E-7557.  Duke  denies  that  its  wholesale 
rate  design  has  this  effect  or  was  instituted 
with  this  Intent. 

While  its  earlier  rates  schedules  had  other 
features  which  may  have  been  anticompeti¬ 
tive,  its  present  schedules  contain  a  feature 
of  ratcheted  demand,  which  could  serve  ef¬ 
fectively  to  discourage  installation  of  ther¬ 
mal  generating  capacity  by  its  wholesale 
customers.  Lack  of  any  provision  for  re¬ 
serve  sharing  could  also  serve  to. discourage 
entry  into  self  generation. 

Duke  claims  it  has  never  refused  a  pro¬ 
posal  to  coordinate.  On  the  other  hand,  it 
takes  the  somewhat  confilcting  position  that 
should  it  coordinate  with  any  actual  or  po¬ 
tential  competitor,  its  survival  would  be 
threatened  because  of  the  tax  and  financing 
advantages  enjoyed  by  many  of  the  smaller 
systems  in  its  area  which  are  municipally 
owned,  or  which  are  borrowers  from  the 
Rural  Electrification  Administration.  At 
present  its  refuses  to  coordinate  its  nuclear 
generation  expansion  program  with  nine 
municipalities,  proposed  interveners  herein, 
which  wish  to  participate  in  that  program 
by  purchasing  an  Interest  in  or  power  supply 
from  the  Oconee  units.  Such  a  purchase 
could  serve  to  give  them  ownership  and 
hence  control  over  a  portion  of  their  bulk 
power  supply  costs. 

A  g^roup  entitled  Electric  Power  In  Caro¬ 
linas  (EPIC)  which  is  proposed  and  under 
study  by  a  number  of  municipals  and  co¬ 
operatives  in  the  Carolinas  also  desires  to 
coordinate  its  power  supply  plans  and  op¬ 
erations  with  those  of  Duke.  Duke  spokes¬ 
men  have  reportedly  stated  publicly  that 
they  would  oppose  Duke's  Interconnecting 
its  system  with  EPIC  for  the  joint  meeting 
of  emergency  load  needs  as  it  does  with  other 
electric  systems.  There  were  indications  that 
Duke  might  utilize  its  substantial  resources 
in  a  legislative  campaign  and  before  regu¬ 
latory  and  judicial  tribunals  to  frustrate 
EPIC’S  entry  into  the  power  business.  Evi¬ 
dence  available  to  us  tends  to  Indicate  that 
on  occasion  Duke  has  bluntly  warned  North 
Carolina  municipal  electric  systems  that  the 
efforts  and  funds  that  the  latter  could  ex¬ 
pend  in  seeking  relief  before  regulatory 
agencies  would  be  overwhelmed  by  Duke’s 
resources  and  resistance. 

An  electric  power  system’s  refusals  to  deal 
and  its  dealing  on  discriminatory  terms  with 
its  retail  competitors  is  conduct  that  may 
well  fall  within  the  purview  of  section  2 
of  the  Sherman  Act  as  discussed  in  a  greater 
detail  in  our  recent  letters  to  you  on  the 
applications  of  Virginia  Electric  and  Power 
Co.  (AEC  Dockets  Nos.  6fi-338A  and  50- 


339A)  and  Southern  California  Edison  Co. 
(AEC  Dockets  Nos.  50-361-A  and  60-362-A) 

Conclusion.  As  a  result  of  the  foregoing, 
we  concluded  that  the  facts  revealed  by  our 
preliminary  study  of  the  instant  application 
indicate  substantial  questions  regarding  the 
applicant’s  activities  and  probable  activities 
under  the  license  which  would  need  to  be 
resolved  by  a  hearing  before  your  Commis¬ 
sion.  When  we  informed  Duke  that  our  ad¬ 
vice  to  the  Commission  would  be  to  this 
effect,  Duke,  although  denying  that  its  con¬ 
duct  had  contravened  antitrust  principles, 
represented  to  us  that  it  will  henceforth  hold 
Itself  out  to  Interconnect  and  coordinate 
with  EPIC  and  any  other  entitles  where  the 
possibilities  for  interconnection  and  coor¬ 
dination  exist.  However,  this  undertaking 
does  not  Include  all  the  kinds  of  coordina¬ 
tion  which  Duke  has  heretofore  carried  out 
with  other  electric  systems  in  the  Southeast. 
It  would  exclude  joint  ownership  of  Oconee 
units  and  unit  power  sales  from  Oconee  on 
terms  under  which  imlt  power  sales  are 
normally  made  in  the  electric  power  indus¬ 
try,  namely,  at  the  cost  of  new  power  sup¬ 
ply.  While  Duke  has  made  power  sales  from 
new  units  at  new  unit  costs  in  the  past,  it 
now  advises  that  it  has  changed  its  policy 
in  this  regard.  The  fact  that  this  change 
in  policy  comes  at  a  time  when  small  systems 
are  pressing  for  coordination  with  Duke  may 
Itself  have  anticompetitive  Implications. 

We  therefore  recommend  that  a  hearing  be 
held  to  determine  whether  the  licensee’s 
proposed  activities  under  the  license  will 
create  or  maintain  a  situation  inconsistent 
with  the  policies  of  the  antitrust  laws. 

[PR  Doc.71-13010  Filed  9-3-71:8:46  am] 


[Docket  No.  50-322 A] 

LONG  ISLAND  LIGHTING  CO. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received,  pursu¬ 
ant  to  section  105c  of  the  Atomic  Energy 
Act  of  1954,  as  amended  (the  Act),  the 
following  advice  from  the  Attorney  Cr:\- 
eral  of  the  United  States,  dated  August 
4, 1971: 

Pursuant  to  section  105c(8)  of  the  Atomic 
Energy  Act  of  1954,  as  amended  by  Public 
Law  91-560,  the  Atomic  Energy  Commission 
has  requested  antitrust  advice  with  respect 
to  the  above-captioned  application  to  con¬ 
struct  the  Shoreham  nuclear  power  station, 
unit  1  (AEC  Docket  No.  50-322A).  By  this 
application  Long  Island  Lighting  Co.  re¬ 
quests  a  permit  to  construct  a  nuclear  power 
reactor  to  be  located  in  the  town  of  Brook- 
haven  in  Suffolk  County,  N.Y. 

After  examination  of  the  application  and 
review  of  relevant  data,  we  conclude  that 
the  activities  proposed  under  the  license  ap- 


1  Applicant’s  conduct  of  consistently  op¬ 
posing  applications  of  other  utilities  for 
project  licenses  and  its  alleged  threats  to 
engage  in  extensive  litigation  to  block  such 
projects  could  with  evidence  of  other  con¬ 
duct  constitute  proof  of  Intent  to  unlaw¬ 
fully  monopolize  even  if  much  of  the  former 
conduct  is  itself  protected  from  prosecution 
by  the  First  Amendment.  “United  Mine 
Workers  of  America  v.  Pennington  et  al.”, 
381  U.S.  657,  670  fn.  3  (1964).  A  pattern  of 
vexatious  litigation  may  form  part  of  con¬ 
duct  proscribed  by  the  antitrust  laws.  See 
“Trucking  Unlimited  v.  California  Motor 
Transport  Co.”,  432  F.  2d  755  (CA  9,  1970) 
cert,  granted  June  7, 1971. 
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plied  for  by  Long  Island  Lighting  Co.,  as 
described  In  the  application,  would  not  cre¬ 
ate  or  maintain  a  situation  Inconsistent  with 
the  antitrust  laws.  We  express  no  opinion, 
however,  concerning  the  legality  under  the 
antitrust  laws  of  the  manner  In  which,  or 
any  arrangements  pursuant  to  which,  the 
plant  will  be  operated,  should  they  differ 
from  or  extend  beyond  those  matters  spe¬ 
cifically  disclosed  In  the  company's  applica¬ 
tion. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may,  pursuant 
to  S  2.714  of  the  Commission’s  rules  of 
practice,  10  CFR  Part  2,  file  a  petition  for 
leave  to  intervene  and  request  a  hearing 
on  the  antitrust  aspects  of  the  applica¬ 
tion.  Petitions  for  leave  to  intervene  and 
requests  for  hearing  shall  be  filed  within 
thhiy  (30)  days  after  publication  of  this 
notice  in  the  F^eral  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 

[FR  Doc.71-130n  PUed  9-3-71:8:46  am] 


[Dockets  Noe.  50-352A,  50-353A] 

PHILADELPHIA  ELECTRIC  CO. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received,  pur¬ 
suant  to  section  105c  of  the  Atomic 
Energy  Act  of  1954,  as  amended  (the 
Act),  the  following  advice  from  the  At¬ 
torney  General  of  the  United  States, 
dated  August  16,  1971: 

Pursuant  to  section  106c(8)  of  the  Atomic 
Energy  Act  of  1964,  as  amended  by  Public 
Law  91-660,  the  Atomic  Energy  Commlsaloa 
has  requested  antitrust  advice  with  respect 
to  the  above-oaptioned  application  to  con¬ 
struct  the  Limerick  Generating  Station  Units 
1  and  2  (AEC  Dockets  Nos.  60-362A  and  60- 
363A) .  By  this  application  Philadelphia  Elec¬ 
tric  Oo.  requests  a  permit  to  construct  nu¬ 
clear  power  facilities  to  be  located  In  Limer¬ 
ick  Township,  Montgomery  County,  Pa. 

After  examinaton  of  the  application  and 
review  of  relevant  data,  we  conclude  that  the 
activities  proposed  under  the  license  applied 
for  by  Philadelphia  Electric  Oo.,  as  described 
in  the  application,  woiild  not  create  or  main¬ 
tain  a  situation  Inconsistent  with  the  anti¬ 
trust  laws.  We  express  no  opinion,  however, 
oonoemlng  the  legality  under  the  antitrust 
laws  of  the  manner  In  which,  or  any  arrange¬ 
ments  piirsuant  to  which,  the  plant  will  be 
operated,  should  they  differ  from  or  extend 
beyond  those  matters  specifically  disclosed 
In  the  company’s  application. 

Any  person  whose  interest  may  be 
affected  by  this  proceeding  may,  pur¬ 
suant  to  §  2.714  of  the  Commission’s  rules 
of  practice,  10  CFR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  appli¬ 
cation.  Petitions  for  leave  to  intervene 
and  requests  for  hearing  shall  be  filed 
within  thirty  (30)  days  after  publication 
of  this  notice  in  the  P’ederal  Register. 
For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 
[PR  Doc.71-13012  Piled  9-3-71:8 :46  am] 


[Docket  No.  S0-344A] 

PORTLAND  GENERAL  ELECTRIC  CO. 
ET  AL. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received,  pur¬ 
suant  to  section  105c  of  the  Atomic 
Energy  Act  of  1954,  as  amended  (the 
Act) ,  the  following  advice  from  the  At¬ 
torney  General  of  the  United  States, 
dated  July  8,  1971: 

Tou  have  requeeted  our  advice  pursuant 
to  the  provisions  of  section  105  of  the  Atomic 
Energy  Act  of  1954,  68  Stat.  919,  42  U.S.C. 
2011-2296  as  recently  amended  by  Public  Law 
91-660,  84  Stat.  1472  (December  19,  1970),  in 
regard  to  the  above  cited  application. 

The  Trojan  Nuclear  Plant  wiU  be  jointly 
owned  by  three  electric  utilities:  Portland 
General  Electric  Co.  (67.5  peax»ent),  the  city 
of  Eugene,  Oiregon  Water  &  Electric  Board 
(30  percent)  and  Pacific  Power  &  Light  Co. 
(2A  percent).  Portland  General  Electric  Co. 
(PGE)  Is  an  Investor-owned  utility  which 
serves  the  northwestern  comer  of  the  State 
of  Oregon,  including  the  dty  of  Portland. 
In  1969  PGE  had  electric  operating  revenue 
of  $84,637,910.  The  city  of  Eugene  Water  & 
Electric  Board  (EWEB)  Is  a  municipally- 
owned  electric  utUlty  which  serves  the  city  of 
Eugene,  Oreg.,  and  certain  areas  contlguotis 
thereto.  In  1969  EWEB  had  electric  operating 
revenues  of  $10,468,743.  Pacific  Power  & 
Light  Oo.  (PP&L)  is  an  Investor-owned  utility 
with  scattered  service  areas  in  portions  of  six 
States:  Washington,  Oregon,  California, 
Idaho.  Montana,  and  Wyoming.  PP&L’s  1969 
electric  operating  revenue  was  $148,648,000. 

The  Trojan  Plant,  with  a  capacity  of  ap¬ 
proximately  1100  mw.,  will  be  located  on  the 
Oregon  side  of  the  Columbia  River  about  42 
miles  northwest  of  Portland,  Oreg.  EWEB, 
through  a  procedure  referred  to  as  "net  bill¬ 
ing’’  wUl  actually  provide  the  means  whereby 
13  other  publicly  owned  utlUties  In  the  area 
can  participate  In  the  Trojan  Plant.  The  Pa¬ 
cific  Northwest  enjoys  the  lowest  cost  power 
supply  In  the  nation  as  the  result  of  the  in¬ 
vestment  in  the  region  by  the  Federal  Gov¬ 
ernment  In  multipurpose  hydroelectric  proj¬ 
ects  and  a  regional  transmission  system.  This 
power  Is  marketed  by  the  Bonneville  Power 
Administration  of  the  Department  of  the  In¬ 
terior  (BPA).  The  Bonneville  Act  specifies 
that  "preference  customers’’  such  as  munici¬ 
pally  owned  electric  systems  and  REA  Coop¬ 
eratives  shall  have  priority  In  obtaining  this 
low  cost  power.  Consequently,  at  the  present 
time  BPA  Is  the  dominant  supplier  of  power 
at  wholesale  to  these  entities.  BPA’s  whole¬ 
sale  rates  are  the  lowest  in  the  nation. 

There  has  been  substantial  cooperation 
and  planning  among  the  public  and  private 
utilities  In  the  Pacific  Northwest.  Originally 
the  various  utilities  voluntarily  cooperated  In 
the  coordinated  operation  of  their  facilities 
through  the  Northwest  Power  Pool.  Subse¬ 
quently,  they  agreed  to  coordinate  operations 
through  a  formal  contractual  arrangement 
called  the  Pacific  Northwest  Coordination 
Agreement.  A  plan  referred  to  as  the  “Hydro- 
Thermal  Power  Program"  has  been  jointly 
developed  among  BPA  and  the  various  pub¬ 
licly  and  privately  owned  utilities  In  the 
region  for  the  construction  of  thermal  plants 
to  augment  the  hydroelectric  plants.  Under 
this  plan  public  and  private  utilities  will 
have  access  to  these  plants  according  to 
their  power  needs.  The  Trojan  Plant  Is  the 
first  nuclear  plsmt  to  be  constructed  In 
accordance  with  this  plan. 

The  Pacific  Northwest  Is  an  area  of  the 
country  where  there  Is  substantial  coopera¬ 
tion  and  coordination  among  the  various 


utilities,  large  and  small.  The  Trojan  Plant 
is  the  result  of  joint  planning  and  participa¬ 
tion  by  both  privately  owned  and  publicly 
owned  utilities  In  the  area.  Accordingly,  we 
have  concluded  that  the  activities  proposed 
under  the  license  applied  for  by  PGE,  EWEB, 
and  PP&L,  as  described  in  the  application, 
would  not  create  or  maintain  a  situation  in¬ 
consistent  with  the  antitrust  laws.  We  ex¬ 
press  no  opinion,  however,  concerning  the 
legality  under  the  antitrust  laws  of  the  man¬ 
ner  In  which,  or  any  arrangements  pursuant 
to  which,  the  plant  will  be  operated,  should 
they  differ  from  or  extend  beyond  those  mat¬ 
ters  specifically  disclosed  In  the  license 
application. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may,  pursuant 
to  §  2.714  of  the  Commission’s  rules  of 
practice,  10  CFR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  appli¬ 
cation.  Petitions  for  leave  to  intervene 
and  requests  for  hearing  shall  be  filed 
within  thirty  (30)  days  after  publication 
of  this  notice  tn  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 

[PR  Doc.71-13013  PUed  9-3-71:8:46  am] 


[Dockets  Nos.  50-3&4A,  60-365A] 

PUBLIC  SERVICE  ELECTRIC  AND  GAS 
CO. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received,  pur¬ 
suant  to  section  l()5c  of  the  Atomic 
Energy  Act  of  1954,  as  amended  (the 
Act) ,  the  following  advice  from  the  At¬ 
torney  General  of  the  United  States, 
dated  August  4, 1971: 

Pursuant  to  section  105c(8)  of  the  Atomic 
Energy  Act  of  1964,  as  amended  by  Public 
Law  91-560,  the  Atomic  Energy  Commission 
has  request^  antitrust  advice  with  respect 
to  the  above -captioned  application  to  con¬ 
struct  the  Newbold  Island  nuclear  generating 
station,  units  1  and  2  (AEC  Dockets  Nos.  60- 
322A)  (sic) .  By  this  application  Public  Serv¬ 
ice  Electric  and  Gas.  Co.  requests  a  permit  to 
construct  two  nuclear  power  recustors  to  be 
located  In  Bordentown  Township  in  Burling¬ 
ton  County,  N.J. 

After  examination  of  the  application  and 
review  of  relevant  data,  we  conclude  that  the 
activities  proposed  under  the  license  applied 
for  by  Public  Service  Electric  and  Gas  Co.,  as 
described  in  the  application,  would  not 
create  or  maintain  a  situation  Inconsistent 
with  the  antitrust  laws.  We  express  no  opin¬ 
ion,  however,  concerning  the  legality  under 
the  antitrust  laws  of  the  manner  in  which, 
or  any  arrangements  pursuant  to  which,  the 
plant  will  be  operated,  should  they  differ 
from  or  extend  beyond  those  matters  specif¬ 
ically  disclosed  in  the  company’s  applica¬ 
tion. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may.  pursuant 
to  §  2.714  of  the  Commission’s  rules  of 
practice,  10  CFR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  appli¬ 
cation.  Petitions  for  leave  to  intervene 
and  requests  for  hearing  shall  be  filed 
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within  thirty  (30)  days  after  publication 
of  this  notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 
fPR  Doc.71-18014  PUed  9-3-71;8:46  am] 


[Docket  No.  50-376A] 

PUERTO  RICO  WATER  RESOURCES 
AUTHORITY 

Notice  of  Receipt  of  Advice  and  Time 

for  Filing  of  Petitions  To  Intervene 

on  Antitrust  Matters 

The  Commission  has  received,  pursu¬ 
ant  to  section  105c  of  the  Atomic  Energy 
Act  of  1954,  as  amended  (the  Act),  the 
following  advice  from  the  Attorney  Gen¬ 
eral  of  the  United  States,  dated  June  22, 
1971,  in  regard  to  the  finding  required  to 
be  made  by  the  Commission  pursuant  to 
section  105c(5)  of  the  Act: 

This  replies  to  your  letter  of  February  3, 
1971,  in  which,  pursuant  to  Public  Law  91- 
560,  you  request^  antitrust  advice  with  re- 
spe^  to  the  application  of  Puerto  Rloo  Water 
Resources  Authority  to  construct  Aguirre 
Nuclefu*  Plant,  Unit  No.  1  (ABC  Docket  No. 
60-876A).  By  the  Instant  application  Puerto 
Rloo  Water  Resources  Authority  requests  a 
permit  to  construct  a  nuclear  power  reactor 
to  be  located  at  Barrie  Aguirre,  Salinas,  P.R. 

After  examination  of  the  application  and 
review  of  relevant  data,  we  conclude  that  the 
activities  proposed  under  the  license  applied 
for  by  the  Puerto  Rloo  Water  Resources  Au¬ 
thority,  as  described  in  the  application, 
would  not  create  or  maintain  a  situation  In- 
oonaistent  with  the  antitrust  laws.  We  ex¬ 
press  no  opinion,  however,  concerning  the 
legality  under  the  antitrust  laws  of  the  man¬ 
ner  in  which,  or  any  arrangements  pursuant 
to  which,  the  plant  will  be  operated,  should 
they  differ  from  or  extend  beyond  those  mat¬ 
ters  specifically  disclosed  in  the  Authority’s 
application. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may,  pursuant 
to  S  2.714  of  the  CTommission’s  rules  of 
practice,  10  CFR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspiects  of  the  appli¬ 
cation.  Petitions  for  leave  to  intervene 
and  requests  for  hearing  shall  be  filed 
within  thirty  (30)  days  after  publication 
of  this  notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 

(FR  Doc.71-13ai6  Piled  9-3-71:8:46  am] 


[Dockets  Nos.  Sa-361A,  50-362AJ 

SOUTHERN  CALIFORNIA  EDISON  CO. 
AND  SAN  DIEGO  GAS  AND  ELEC¬ 
TRIC  CO. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received,  pursu¬ 
ant  to  section  105c  of  the  Atomic  Energy 
Act  of  1954,  as  amended  (the  Act),  a 


letter  of  advice  from  the  Attorney  Gen¬ 
eral  of  the  United  States,  dated  July 
12.  1971,  a  copy  of  which  is  set  forth  be¬ 
low  as  A{H>endix  A. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may,  pursuant 
to  §2.714  of  the  Commission’s  rules  of 
practice,  10  C7FR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a  hear¬ 
ing  on  the  antitrust  aspects  of  the  ap¬ 
plication.  Petitions  for  leave  to  intervene 
and  requests  for  hearing  shall  be  filed 
within  thirty  (30)  days  after  publication 
of  this  notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 
Appendix  A 

southern  CALIFORNIA  EDISON  CO.  AND  SAN 

DIEGO  GAS  AND  ELECTRIC  CO.,  SAN  ONOFRE 

NUCLEAR  GENERATING  STATION,  UNITS  2  AND  3 

You  have  requested  our  advice  pursuant 
to  the  provisions  of  section  105  of  the  Atomic 
Energy  Act  of  1954,  as  amended  by  Public 
Law  91-560,  In  regard  to  the  above  cited  ap¬ 
plication. 

1.  The  Applicants.  The  San  Onofre  Nu¬ 
clear  Generating  Station,  Units  2  and  3,  will 
consist  of  two  1,140-mw.  units  located  at 
Camp  Pendleton,  4  miles  south  of  Bern 
Clemente,  Calif.  The  plant  wUl  be  owned 
Jointly  by  two  investor  owned  utilities: 
Southern  California  Edison  Co.  (80  percent) 
and  San  Diego  Gas  and  Electric  Co.  (20  per¬ 
cent).  The  original  estimated  cost  of  the 
units  at  completion  was  $436,960,000;  we  are 
informed  by  the  applicants  that  because  of 
various  factors,  including  the  possibility  of 
more  stringent  seismic  safety  requirements, 
current  cost  estimates  are  well  in  excess  of 
this  figure.  Unit  2  is  scheduled  to  go  into 
operation  June  of  1976,  and  Unit  3,  1  year 
later.  Southern  California  Edison  Co.  will 
have  complete  responsibility  for  construc¬ 
tion  and  operation  of  the  units. 

.  Southern  California  Edison  Co.  (Edison) 
is  a  privately  owned  integrated  electric 
utility  which  serves  a  50,000  square  mile  area 
in  Southern  California  with  approximately 
7.2  million  customers.  Edison  presently 
supplies  the  full  bulk  power  requirements  of 
six  municipalities  as  well  as  one  rural  elec¬ 
tric  cooperative.  In  1969,  Edison’s  totid  oper¬ 
ating  revenues  were  in  excess  of  $642  million 
Edison’s  major  interconnections  are  with 
Pacific  Gas  &  Electric  Ck>.  to  the  north, 
Arizona  Public  Service  Co.  to  the  east,  San 
Diego  Gas  &  Electric  Co.  to  the  south  and 
the  city  of  Los  Angeles.  It  is  also  intercon¬ 
nected  with  the  Bureau  of  Reclamation,  the 
Metropolitan  Water  District,  Imperial  Irri¬ 
gation  District,  and  other  smaller  utilities 
engaging  in  self  generation  in  adjacent  areas. 

San  Diego  Gas  &  Electric  Co.  (San  Diego) 
is  also  a  privately  owned  integrated  electric 
utility  which  serves  south  of  the  service  area 
of  Edison.  San  Diego  does  not  have  any 
wholesale  customers.  In  1969,  San  Diego’s 
electric  operating  revenue  was  $99,487,000. 

2.  Relations  with  other  utilities.  Edison 
and  San  Diego  are  both  members  of  the  Cali¬ 
fornia  Power  Pool.  The  third  and  final  mem¬ 
ber  is  Pacific  Gas  &  Electric  Co.  (PG&E).  All 
members  are  interconnected,  directly  or  indi¬ 
rectly,  and  exchange  surplus  energy  and  pro¬ 
vide  emergency  service;  at  this  time,  the 
members  do  not  share  installed  or  spinning 
reserves  although  they  expect  to  commence 
reserve  sharing  in  1974.  The  California  Power 
Pool  was  established  in  1964  under  an  agree¬ 
ment  which  contains  no  provision  which 
would  allow  other  qualified  utilities  to  be¬ 
come  pool  members.  Such  utilities  may  par¬ 


ticipate  in  the  benefits  of  the  pool  only 
through  SiBsociatlon  with  one  of  the  three 
members.  The  pool  agreement  also  estab¬ 
lished  installed  and  spinning  reserve  reqiUre- 
ments  for  members  and  for  third  parties  with 
which  the  members  are  interconnected.  The 
effect  of  these  requirements  is  to  limit  se¬ 
verely  the  degree  to  which  a  pool  member 
may  Interconnect  and  coordinate  with  a 
wholesale  custtuner  which  is  Just  beginning 
to  generate  a  part  of  its  requirements.  One 
other  provision  which  should  be  noted  sets 
forth  limitations  with  reject  to  standby 
service  to  nonmembers  of  the  pool.  A  pool 
member  may  draw  on  spinning  reserve  ca¬ 
pacity  for  2  hours  but  a  nonmember  may 
draw  on  such  reserves  for  only  one-half  hour. 

At  present,  San  Diego  does  not  sell  bulk 
power  at  wholesale  to  any  nong;enerating 
utility.  Imperial  Irrigation  District,  the  only 
utility  other  than  Edison  with  which  San 
Diego  is  interconnected,  has  satisfactory  al¬ 
ternative  sources  of  bulk  power  supply  and 
high  voltage  transmission  and  has  not  ex¬ 
pressed  any  interest  in  participating  in  this 
project. 

All  of  Edison’s  interconnection  partners 
which  are  engaged  in  generation  have  alter¬ 
native  power  supply  and  transmission 
soutces  and  have  not  expressed  interest  in 
the  g;enerating  facilities  which  are  the  sub¬ 
ject  of  this  application.  Of  the  six  munici¬ 
palities  ^  and  one  cooperative  which  are 
all-requirements  wholesale  customers  of  Edi¬ 
son,  three  municipalities  have  sought  inter¬ 
vention  to  protest  this  application,  and  an 
additional  city  and  the  cooperative  have 
expressed  the  view  that  they  have  been  dis¬ 
advantaged  by  Edison’s  prim:  course  of  con¬ 
duct.  In  the  case  of  all  of  these  customers, 
Edison  represents  the  single  available  source 
of  bulk  power  supply  and  high  voltage 
transmission. 

In  this  context  It  should  be  noted  that 
Edison  has  pursued  a  policy  of  acquiring  the 
systems  of  its  competitors  and  customers. 
In  the  last  ten  years,  it  has  acquired  four 
electric  utility  systems,  two  of  which  were  all- 
requirements  wholesale  customers,  and  made 
offers  to  or  indicated  Interest  in  purchasing 
the  systems  of  two  additional  all-require¬ 
ments  wholesale  customers. 

Edison  has  in  the  past  acted  to  block 
efforts  of  its  all-requirements  wholesale  cus¬ 
tomers  to  receive  bulk  power  from  alterna¬ 
tive  sources  through  wheeling  over  Edison’s 
transmission  facilities.  Anza  Electric  Co¬ 
operative  is  an  all-requirements  wholesale 
customer  of  Edison  with  annual  load  growth 
of  approximately  37  percent.  At  various 
times,  Anza  has  applied  for  and  received  al¬ 
locations  of  Federal  power,  but  Edison  has 
denied  requests  to  wheel  this  power  to  Anza. 
In  1967,  Edison  renewed  for  a  25-year  term 
an  agreement  with  Imperial  Irrigation 
District  which  provided,  in  part,  that  the 
District  would  not  sell  or  wheel  power  to 
Edison’s  wholesale  customers.  The  District’s 
service  area  borders  on  that  of  Anza.  It  has 
adhered  to  its  agreement  with  Edison  and 
refused  to  wheel  power  to  Anza. 

The  city  of  Colton,  an  all-requirements 
wholesale  customer  of  Edison  with  an  esti¬ 
mated  annual  load  growth  of  20  percent, 
indicated  that  Edison  has  similarly  refused 
to  wheel  Federal  power  to  its  system. 

The  largest  Intervenors,  the  cities  of  Ana- 
helm  and  Riverside,  have  been  engaged  for 
the  last  decade  in  attempts  to  secure  Edi¬ 
son’s  cooperation  with  or  acqulesence  in  the 
cities’  acquisition  of  lower  cost  alternative 
sources  of  bulk  power  supply.  In  1957,  Edi¬ 
son  raised  its  rate  for  electric  service  to 
municipal  customers  above  its  rate  for  service 
to  large  industrial  customers,  thereby  plac¬ 
ing  the  municipal  customers  at  a  severe  dis- 


cities  are  Anaheim,  Azusa,  Bcuining, 
Colton,  Riverside,  and  Vernon. 
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advantage  in  competition  with  Edison  to 
attract  large  industrial  loads  to  their  service 
areas.  In  1061,  Anaheim,  Riverside,  and  Col¬ 
ton  Joined  together  to  consider  possible 
alternatives  to  their  remaining  wholesale  full 
requirements  customers  of  Edison.  In  Novem¬ 
ber  1962,  an  engineering  consulting  firm  sub¬ 
mitted  a  report,  recommending  that  the  cities 
explore  several  such  alternatives.  Including 
self-generation,  peak-shaving  generation,  and 
access  to  capacity  from  the  projected  North¬ 
west-Southwest  Intertle.  Alter  receipt  of  the 
report,  the  cities  engaged  in  negotiations  with 
Edison  which  ultimately  resulted  in  a  5  per¬ 
cent  rate  reduction. 

In  July  of  1963,  virtually  every  resale  city 
signed  a  10-year  all -requirements  contract 
refiectlng  this  5  percent  rate  reduction.  In 
addition  to  requiring  the  purchase  of  all 
power  requirements  from  Edison  and  re¬ 
stricting  disposition  of  the  power  purchased 
to  use  or  resale  within  the  city  limits,  these 
contracts  prohibit  the  purchaser  from  op¬ 
erating  any  generating  facilities  in  parallel 
with  those  of  Edison.  That  is,  any  genera¬ 
tion  owned  by  a  city  must  be  Isolated;  it 
cannot  be  Integrated  into  the  electric  net¬ 
work  supplied  by  Edison. 

Sometime  during  the  1963-64  period,  repre¬ 
sentatives  of  Riverside  met  with  officials  of 
Edison  to  discuss  the  possibility  of  the  city’s 
developing  peak-shaving  generation.  Edison 
was  allegedly  extremely  firm  in  its  stand  that 
it  would  not  allow  its  resale  customers  to 
develop  their  own  generation. 

Early  in  1964,  Riverside  and  Anaheim  met 
with  officials  of  Bonneville  Power  Adminis¬ 
tration  regarding  allocation  to  the  cities  of 
a  block  of  power  from  the  Northwest-South¬ 
west  Intertle.  When  Edison  was  asked  to 
wheel  this  power  to  the  cities,  it  stated  that 
It  felt  that  the  Intertle  concept  was  "eco¬ 
nomically  unfeasible”  and  would  never  come 
to  fruition.  The  attempts  to  obtain  Intertle 
power  were  effectively  precluded  from  success 
by  existence  of  the  all-requirements  con¬ 
tracts. 

In  February  of  1964,  after  lengthy  negotia¬ 
tions  Edison's  municipal  customers  received 
an  additional  2  percent  rate  reduction. 

In  February  of  1967,  Edison  attempted  to 
get  Riverside  to  commit  Itself  to  a  new  10- 
year  all-requirements  contract  based  on  Edi¬ 
son’s  Installation  of  new  transmission  facili¬ 
ties.  Edison  followed  a  similar  course  of  ac¬ 
tion  with  respect  to  Anaheim  beginning  in 
April  of  1968.  Neither  city  entered  the  new 
contract  and  negotiations  were  terminated 
in  December  of  1968. 

On  April  1, 1969,  Anaheim  received  another 
consulting  engineers’  report  on  future  bulk 
power  supply.  The  report  set  forth  four  pos¬ 
sible  alternative  sources  of  bulk  power  at  re¬ 
duced  cost:  (1)  High-voltage  delivery  from 
Edison,  (2)  p^k-shavlng,  (3)  Independent 
self  generation,  (4)  participation  g^eneration. 
The  last  alternative  was  based  upon  the  as¬ 
sumption  that  Anaheim  might  participate  as 
a  Joint  owner  of  coal-fired  or  nuclear  facilities 
in  Arizona  or  nuclear  facilities  in  California, 
with  city-owned  gas  turbine  generation  used 
for  peak-shaving  and  standby  reserve.  No 
specific  projects  were  mentioned. 

Upon  receipt  of  the  report,  Anaheim  began 
to  explore  all  of  the  alternatives.  The  details 
of  its  efforts  are  set  forth,  together  with  sup¬ 
porting  dociunentation,  in  the  cities’  “Peti¬ 
tion  to  Intervene,  Request  for  Hearing,  and 
Request  for  Submission  of  Views  to  the  At¬ 
torney  General  for  Antitrust  Review”  which 
was  filed  with  the  Commission  on  April  21, 
1971.  A  brief  summary  of  these  actl^tles  is 
helpful  here. 

After  Anaheim  had  indicated  Interest  in 
participating  in  the  NavaJo-Four  Comers 
multiparty  cocd-fired  generation  project, 
Edison  wrote  to  Anaheim  and  presented  the 
city  with  a  choice:  Anaheim  could  continue 
to  receive  service  at  66  kv.  or  it  could  receive 


220-kv.  service  at  a  lower  rate  under  a  new 
10-year  all-requirements  contract.  Edison 
set  a  time  limit  for  Anaheim’s  answer  which 
would  not  allow  the  dty  to  ascertain  whether 
it  could  economically  participate  in  Navajo- 
Four  Corners.  Nonetheless,  Anaheim  decided 
to  become  a  study  participant  in  NavaJo-Four 
Corners  in  April  1969.  On  May  IS,  Edison 
withdrew  from  the  project.  Ultimately,  Ana- 
helm  also  withdrew  since  it  was  without 
transmission  facilities  to  transport  power 
west  of  the  Colorado  River. 

On  May  19,  Anaheim  responded  to  Edison’s 
request  by  not  electing  either  of  Edison’s 
alternatives  but  rather  by  making  a  counter¬ 
proposal  that  it  Join  with  Edison  in  the  con¬ 
struction  and  operation  of  future  generating 
facilities.  On  May  28,  Edison  replied  that  such 
a  proposal  was  beyond  the  scope  of  the  sub¬ 
ject  under  discussion. 

On  August  13,  Anaheim  requested  that  Edi¬ 
son  wheel  certain  Federal  power  from  the  sys¬ 
tem  of  the  city  of  Los  Angeles  to  Anaheim’s 
system.  Edison  refused  to  do  so. 

In  September  1970,  Anaheim  made  two  re¬ 
quests.  The  first  was  for  an  allotment  of 
capacity  from  Edison’s  planned  addition  to  its 
Huntington  Beach  generating  plant.  This 
project  encountered  environmental  problems 
and  seemed  to  be  stalled;  the  city  did  not 
follow  up  its  initial  request.  The  second  re¬ 
quest  was  for  terms  and  conditions  under 
which  Edison  would  provide  partial  require¬ 
ments  and  standby  service  in  the  event  Ana- 
helm  installed  peak-shaving  generation.  Edi¬ 
son  met  on  several  occasions  with  representa¬ 
tives  of  Anaheim  to  explore  the  feasibility  of 
a  rate  form  which  would  permit  peak-shaving 
generation  by  the  city.  On  May  13,  1971,  Edi¬ 
son  informed  Anaheim  that  since  the  city  had 
Intervened  in  Edison’s  rate  proceeding  before 
the  Federal  Power  Commission  and  in  the 
instant  proceeding  before  this  Commission, 
the  company  was  suspending  consideration 
of  such  a  rate. 

On  February  2,  1971,  13  months  after  the 
applicants’  plans  for  San  Onofre  Units  2  and 
3  became  public  knowledge,  Anaheim  and 
Riverside  requested  participation  in  these 
units.  San  Diego  responded  that  due  to  the 
lateness  of  the  cities’  requests,  it  was  no 
longer  possible  to  alter  the  sizing  of  the 
units  and  that  any  attempt  to  reduce  the 
amount  of  capacity  for  which  it  had  con¬ 
tracted  would  Jeopardize  San  Diego’s  system 
reliability.  Edison  indicated  willingness  to 
discuss  the  cities’  request.  Edison,  Anaheim, 
and  Riverside  held  five  •  meetings  during 
March  and  April;  Banning  was  represented 
at  two  of  these.  While  Edison  repeatedly 
stated  that  it  would  consider  any  specific  pro¬ 
posals  the  cities  wished  to  make,  it  empha¬ 
sized  that  it  would  be  extremely  difficult  for 
the  cities  to  make  a  feasible  proposal.  On 
April  19,  Edison  wrote  to  the  cities  reiter¬ 
ating  this  view  and  setting  forth  four  gen¬ 
eral  criteria  which  any  proposal  by  Anaheim 
and  Riverside  would  have  to  meet  to  be  ac¬ 
ceptable  to  Edison; 

These  criteria  are  that  the  arrangement 
makes  good  business  sense  and  is  mutually 
advantageous  to  Edison  and  the  other  gen¬ 
erating  agency.  In  addition,  such  arrange¬ 
ment  must  not  result  in  unreasonable  dis¬ 
crimination  against  or  biu^en  Edison’s  cus¬ 
tomers,  and  must  not  Impair  Edison’s  ability 
to  render  adequate  service  to  its  customers. 

In  May,  the  cities  responded  that  they  saw 
little  sense  in  attempting  to  formulate  a 
specific  proposal  which  would  meet  a  variety 
of  specific  criteria  when  Edison  might  reject 
it  on  the  basis  of  its  four  general  criteria.  On 
Jtme  30,  Edison  replied  reiterating  its  will¬ 
ingness  to  consider  a  specific  proposal  and 
again  outlining  its  four  basic  criteria. 

3.  Competitive  implications.  As  we  have 
indicated,  there  are  few  small  utilities  adja¬ 
cent  to  the  San  Diego  service  area,  and  it  has 
no  all-requirements  wholesale  customers; 


this  antltr\ist  review  has  thus  focused  pri¬ 
marily  upon  the  effect  which  the  granting  of 
this  application  would  have  upon  Edison’s 
relationship  to  its  present  wholesale  all- 
requlrements  customers. 

Edison  provides  electric  service  throughout 
a  wide  area  to  millions  of  customers.  In  order 
to  operate  efficiently  and  reliably  on  this 
scale,  Edison  has  established  an  extensive 
integrated  high  voltage  transmission  net¬ 
work  connecting  its  various  generating  re¬ 
sources  with  its  load  centers.  The  Loe  Angles 
Department  of  Water  and  Power  also  operates 
an  extensive  transmission  system  in  south¬ 
ern  California.  There  are,  however,  many 
areas  within  the  bounds  of  the  Edison’s  sys¬ 
tem  including  the  areas  of  the  intervenors 
and  other  wholesale  all -requirements  custo¬ 
mers  where  Edison’s  control  of  the  only 
available  high  voltage  transmission  facilities 
amounts  to  a  monopoly.  Practically  all  of 
the  alternatives  which  the  cities  have  con¬ 
sidered  for  acquiring  their  own  generation 
or  other  alternative  source  of  bulk  power 
supply  would  be  dependent  upon  their  ob¬ 
taining  access  to  the  Edison  transmission 
system. 

Even  though  its  Internal  generating  re¬ 
sources  and  transmission  network  are  very 
large,  Edison  has  obtained  Important  bene¬ 
fits  in  bulk  power  production  by  Joining 
with  other  utllties  in  cooperative  ven¬ 
tures.  Since  the  generating  and  transmis¬ 
sion  elements  of  a  bulk  power  supply  sys¬ 
tem  are  subject  to  forced  outages,  it  Is  nec¬ 
essary  to  provide  against  this  risk.  The 
California  Power  Pool,- though  less  tightly 
knit  than  some  power  pools  in  other  areas, 
affords  Edison  the  economic  advantages  of 
dealing  with  this  risk  collectively.  At  the 
same  time,  its  participation  in  Joint  gen¬ 
eration  and  transmission  projects  have  en¬ 
abled  Edison  to  take  greater  advantage  of 
the  economies  of  scale  associated  with  large 
generating  units  and  high-voltage  transmis¬ 
sion.  Thus,  Edison  has  Joined  with  other 
utilities  in  such  major  projects  as  the 
Northwest-Southwest  Intertle,  the  Pour 
Corners  project  in  New  Mexico,  the  Mo¬ 
have  project  in  Arizona,  and  the  subject 
of  immediate  concern  here,  the  San  Onofre 
nuclear  plant. 

Edison’s  ability  to  participate  in  major 
Joint  projects  throughout  a  wide  geograph¬ 
ic  area  Is  facilitated  by  its  extensive  trans¬ 
mission  syst^n;  in  those  Instances,  such 
as  Pour  Corners,  in  which  it  has  partici¬ 
pated  in  projects  well  outside  the  bounds  of 
its  transmission  system,  it  has  been  able 
to  arrange  for  the  use  of  transmission  lines 
owned 'by  other  participating  utilities. 

In  our  previous  antitrust  review  letters 
we  have  pointed  out  that  there  can  be, 
and  often  is,  substantial  competition  among 
electric  utllties.  We  would  expect  to  find 
that  there  is  significant  competition  here 
between  Edison  and  its  major  resale  custom¬ 
ers,  particularly  in  the  efforts  to  attract 
large  industrial  users  of  electric  power  to 
locate  new  facilities  within  the  service  area 
of  a  particular  supplier.  But  we  do  not 
believe  that  the  existence  or  extent  of  such 
retail  competition  is  a  central  antitrust 
issue  with  respect  to  these  applications. 

We  have  outlined  in  part  2  of  this  let¬ 
ter  an  extensive  history  of  efforts  by  Edi¬ 
son’s  mimlclpal  wholesale  customers  to  alter 
their  status  as  all-requirements  purchasers 
from  Edison  and  to  assume  some  meas¬ 
ure  of  responsibility  for  their  own  bulk  power 
supply.  The  alternatives  which  they  explored 
generally  involve  their  acquiring  the  own¬ 
ership  of  generating  facilities  or  their  pur¬ 
chasing  generating  capacity  from  entitles 
other  than  Edison;  to  the  extent  they  are 
Implemented,  they  would  reduce  the  role 
of  Edison  as  a  supplier  of  generating  capacity 
to  the  municipalities.  Regardless  of  whether 
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there  exists  significant  competition  at  retail 
between  Bdlson  and  the  municipal  systems 
which  now  purchase  at  wholesale  from  it, 
substantial  antitrust  issues  are  raised  In  ttie 
light  of  the  evidence,  otdlned  above,  sug¬ 
gesting  that  Edison  may  have  attempted  to 
fcM^cloee  the  possibility  of  any  of  its 
wholesale  customers  becoming  generating 
entitles.  Principles  which  have  evolved  un¬ 
der  the  antitrust  laws  place  distinct  limits 
upon  a  supplier’s  exercise  of  monopoly 
power  to  prevent  Its  customers  from  develop¬ 
ing  alternative  sources  of  supply.  Section  2 
of  the  Sherman  Act  Is  particularly  relevant 
to  this  situation.  As  the  Supreme  Court 
stated,  “The  offense  of  monopoly  under  Sec¬ 
tion  2  of  the  Sherman  Act  has  two  ele¬ 
ments:  (1)  the  possession  of  monopoly 
power  in  the  relevant  market  and  (2)  the 
willful  acquisition  or  maintenance  of  that 
power  as  distinguished  from  the  growth  or 
development  of  a  superior  product,  busi¬ 
ness  acumen  or  historic  accident.”  “United 
States  V.  Orlnnell  Corporation,"  384  U.S.  663, 
571  (1966).  No  proof  of  specific  intent  to 
violate  the  antitrust  laws  is  required  in 
a  section  2  monopolization  case.  See  “United 
States  V.  Griffith,"  334  U.S.  100,  106  (1948); 
•  United  States  v.  Grlnnell,”  236  P.  Supp. 
244,  248  (D.  R.I.  1964),  affirmed  384  U.S. 
663.  Rather  the  question  is  whether  a  per¬ 
son  who  maintains  a  monopoly  has  sepa¬ 
rately,  or  with  others,  carried  out  business 
policies  which  raise  unnecessary  “barriers 
to  ccunpetltlon.”  “United  States  v.  United 
Shoe  Machinery  Corp.,”  1 10  F.  Supp.  295,  344, 
345  (D.  Mass.,  1953),  affirmed  per  curiam 
347  U.S.  521. 

Established  antitrust  principles  are  also 
relevant  in  evaluating  the  reasonableness  of 
the  exclusion  of  prospective  entrants  Into 
electric  power  generation  from  access  to 
Jointly  controlled  facilities.  Generally  the  an¬ 
titrust  laws  reqtilre  that  when  business  en¬ 
tities  Jointly  control  an  essential  resource, 
they  must  grant  access  to  it,  on  equal  and 
nondlscrlminatory  terms,  to  all  those  en¬ 
gaged  In  the  given  business.  This  principle 
has  been  widely  applied  to  a  variety  of 
business  organizations — including  terminal 
railways,  “United  States  v.  Terminal  R.R. 
Ass’n,”  224  U.S.  383  (1912);  national  se¬ 
curities  markets,  “Silver  v.  New  York  Stock 
Exchange,”  373  U.S.  341  (1963);  dominant 
news  gathering  organization,  “Associated 
Press  V.  United  States,”  326  U.S.  1  (1945). 
The  reason  for  the  rule  Is  to  prevent  those 
holding  a  unique  monthly  position  from 
vising  that  lawful  monopoly  to  foreclose 
competition  In  related  activities  which 
should  be  competitive.  This  is  also  closely 
related  to  the  antitrust  rule  which  denies 
to  the  Individual  firm  in  a  monopoly  posi¬ 
tion  the  usual  right  to  select  the  persons 
with  which  It  will  deal.  See  “United  States 
V.  Colgate  and  Co.”,  250  U.S.  300,  307  (1919). 

In  rendering  our  antitrust  advice,  we  have 
found  It  necessary  to  consider  the  totality  of 
Edison’s  conduct  In  relation  to  Its  wholesale 
customers  during  the  period  examined  In 
part  2  of  this  letter.  A  number  of  the  ac¬ 
tions  taken  and  positions  asserted  by  Edison 
during  this  past  period  appear,  on  the  basis 
of  present  Information,  to  have  had  the  ef¬ 
fect  of  \uu-easonably  foreclosing  Its  whole¬ 
sale  customers  from  bulk  power  supply  al¬ 
ternatives.  We  note  first  that  upon  a  num¬ 
ber  of  occasions  Edison  appears  to  have 
refused  flatly  to  provide  available  transmis¬ 
sion  capacity  for  the  wheeling  of  power  from 
other  generating  entitles  to  Its  wholesale 
customers.  Secondly,  we  note  that  Edison  has 
renewed  the  provision  In  a  contract  with 
Imperial  Irrigation  District  which  precludes 
Imperial  from  providing  such  a  wheeling 
service  to  Edison’s  wholesale  customers, 
nilrd,  we  note  the  allegmtlmi  of  Riverside 
that  In  the  1963-64  period  Edison  refused 


to  consider  the  development  of  a  wholesale 
rate  schedule  which  would  permit  the  mu- 
nlctpallty  to  supply  pert  of  Its  requirements 
with  Its  own  generation. 

More  recently,  Edison  has  engaged  In  some 
discussion  with  Anaheim  about  the  possi¬ 
bility  of  a  wholesale  rate  schedule  which 
would  permit  Installation  of  peak-shaving 
equipment,  but  we  note  that  recently  Edi¬ 
son  terminated  such  discussions  because  of 
the  municipality’s  Intervention  In  this  pro¬ 
ceeding  and  opposition  to  Edison’s  wholesale 
rate  Increase  In  the  PPC.  Fourth,  we  have 
noted  that  throughout  the  period  Edison 
has  maintained  provisions  in  Its  full-require¬ 
ments  contracts  with  wholesale  customers 
which  appear  unnecessarily  to  restrict  those 
customers’  access  to  alternative  bulk  power 
supplies.  We  refer  in  particular  to  the  pro¬ 
visions  for  bidding  the  operation  of  any 
electric  generation  on  the  customer’s  system 
in  parallel  with  Edison’s  and  the  <  provisions 
precluding  the  resale  or  use  outside  of  the 
customer’s  system  of  the  purchased  power. 
Finally,  we  have  noted  that  Edison,  together 
with  San  Diego  and  PG&E,  has  established 
the  California  Pool  on  terms  which  appear 
not  to  contemplate  the  admission  of  smaller 
generating  entities  and  which  appear  to  im¬ 
pose  unnecessary  barriers  to  the  Intercon¬ 
nection  and  coordination  of  a  pool  member’s 
system  with  the  ssrstem  of  a  nonmember. 
In  addition,  there  is  some  indication  that 
Edison  has  insisted  upon  terms  comparable 
to  the  California  Pool  requirements  as  a 
condition  to  any  Interconnection  agreement 
with  smaller  generating  entitles. 

While  we  believe  that  the  municipal  whole¬ 
sale  customers’  request  for  participation  In 
the  San  Onofre  units  must  be  considered 
In  the  context  of  the  total  history  of  the 
relationships  discussed  above,  we  do  not 
think  it  is  possible  at  this  time  to  reach  any 
definitive  conclusion  as  to  the  appropriate¬ 
ness  of  now  requiring  such  participation.  We 
note  first  that  the  mimlcipal  customers  ini¬ 
tially  indicated  that  they  wished  to  partici¬ 
pate  in  these  vmlts  some  13  months  after 
the  plans  were  publicly  announced.  It  Is 
not  clear  to  what  degree  this  delay  would 
make  it  Impractical  to  arrange  their  par¬ 
ticipation.  It  is  similarly  unclear  whether— 
assuming  participation  Is  available  on  rea¬ 
sonable  terms — the  cities  are  either  willing 
or  able  to  make  definite  commitments  for 
participation  within  the  time  frame  required 
for  an  orderly  development  of  the  project. 
It  is  not  uncommon  for  utilities  engaging 
In  Joint  generation  projects  to  spend  several 
years  hammering  out  the  details  of  participa¬ 
tion.  At  this  point,  Edison  has  not  flatly  re¬ 
fused  to  allow  the  cities  to  participate  and, 
in  the  normal  course  of  things.  It  would  seem 
unreasonable  to  e:q>ect  the  parties  to  have 
reached  an  agreement  after  the  limited  time 
for  discussions  available  here. 

Nevertheless  there  Is  presently  some  rea¬ 
son  for  concern  whether  the  general  criteria 
which  Edison  has  established  for  evaluating 
any  specific  request  for  participation  by  the 
cities  are  consistent  with  the  obligation  to 
afford  reasonable  access  on  reasonable  terms, 
which  may  well  be  found  to  be  aj^licable  in 
the  premises.  One  of  the  general  criteria 
would  require  that  the  transaction  accord 
significant  benefits  to  Edison,  and  Edison  has 
made  clear  that  its  weighing  of  the  benefits 
will  take  Into  account  the  economic  detri¬ 
ment  to  It  from  the  loss  of  a  full -require¬ 
ments  wholesale  customer.  TTiis  may  make 
it  Just  about  Impossible  for  such  a  customer 
to  submit  a  proposal  which  would  satisfy  the 
criterion.  Furthermore,  it  appears  unlikely 
that  a  municipal  wholesale  customer  could 
submit  any  workable  offer  of  participation  in 
these  \mlts  without  some  substantial  modi¬ 
fication  of  the  reserve  requirements  to  which 
the  major  California  utllltlee  have  adhered 
to  in  dealing  among  themselves  and  with  the 


small  utilities.  Considering  all  of  these  cir¬ 
cumstances,  we  do  not  believe  that  the  ques¬ 
tion  of  access  here  can  be  left  totally  to  the 
results  of  the  present  discussions  among  the 
parties. 

4.  Conclusion.  Based  on  the  evidence  and 
Information  currently  available.  It  is  impos¬ 
sible  for  us  to  state  that  Edison  has  refused 
to  consider  participation  by  the  Intervenors 
In  San  Onofre.  At  the  same  time,  considera¬ 
tion  of  the  totality  of  Edison’s  conduct  makes 
It  equally  Impossible  to  conclude  that  the  ap¬ 
plicant’s  activities  under  this  license,  if 
granted,  would  not  maintain  a  situation  in¬ 
consistent  with  the  antitrust  laws.  The  Is¬ 
sues  here  are  so  complex  and  clouded  that 
there  is  no  alternative  but  for  the  Depart¬ 
ment  to  request  a  hearing  on  this  applica¬ 
tion. 

(PR  Doc.71-13016  Filed  9-3-71;8:46  am] 


[Docket  No.  60-346A] 

TOLEDO  EDISON  CO.  AND  CLEVE¬ 
LAND  ELECTRIC  ILLUMINATING  CO. 

Notice  of  Receipt  of  Advice  and  Time 
for  Filing  of  Petitions  To  Intervene 
on  Antitrust  Matters 

The  Commission  has  received,  pursu¬ 
ant  to  section  105c  of  the  Atomic  Energy 
Act  of  1954,  as  amended  (the  Act),  a 
letter  of  advice  from  the  Attorney  Gen¬ 
eral  of  the  United  States,  dated  July  9, 
1971,  a  copy  of  which  is  set  forth  below 
as  Appendix  A. 

Any  person  whose  interest  may  be 
affected  by  this  proceeding  may,  pursu¬ 
ant  to  §  2.714  of  the  Commission’s  rules 
of  practice,  10  CPR  Part  2,  file  a  petition 
for  leave  to  intervene  and  request  a 
hearing  on  the  antitrust  aspects  of  the 
application.  Petitions  for  leave  to  inter¬ 
vene  and  requests  for  hearing  shall  be 
filed  within  thirty  (30)  days  after  pub¬ 
lication  of  this  notice  in  the  Federal 
Register. 

For  the  Atomic  Energy  Commission. 

Ltall  Johnson, 
Director.  Division  of 
State  and  Licensee  Relations. 

Appendix  A 

TOLEDO  EDISON  CO.  AND  CLEVELAND  ELECTRIC 
ILLUKINATINO  CO.,  DAVIS-BESSK  NUCLEAR 
POWER  STATION 

You  have  requested  our  advice  pursuant 
to  the  provisions  of  section  106  of  the  Atomic 
Energy  Act  of  1954,  as  recently  amended  by 
Public  Law  91-660  (December  19,  1970),  In 
regard  to  the  above  cited  application. 

1.  The  applicants.  The  Davls-Besse  Nu¬ 
clear  Power  Station  will  be  a  872  megawatt 
unit  located  In  north  central  Ohio  on  the 
shores  of  Lake  Erie,  approximately  21  miles 
east  of  the  city  of  Toledo.  The  plant  will  be 
Jointly  owned  by  two  Investor  owned  util¬ 
ities:  Toledo  Edison  Co.  (52.5  percent)  and 
Cleveland  Electric  Illuminating  Co.  (47.6 
percent).  The  estimated  construction  cost 
of  the  unit.  Including  the  nuclear  fuel  In¬ 
ventory  for  the  first  core.  Is  $305,742,000.  It 
Is  scheduled  for  commercial  operation  on 
December  1,  1974.  Toledo  Edison  will  have 
complete  responsibility  for  operation  and 
maintenance  of  the  unit. 

Toledo  Edison  Co.  Toledo  Edison  Is  a  pri¬ 
vately  owned  Integrated  electric  utility  which 
serves  a  2,500-8quare-mlle  area  In  north¬ 
western  Ohio.  Toledo  Edison  supplies  electric 
power  at  retail  to  47  municipalities.  Includ¬ 
ing  the  city  of  Toledo,  and  also  supplies 
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power  at  wholesale  to  16  municipally  owned 
electric  systems.  In  1969,  Toledo  Edison’s 
electric  operating  revenue  was  $85,884,000. 
Toledo  Edison’s  1970  peakload  was  939  mw.  at 
which  time  It  had  thermal  generation  of 
1,003  mw.  and  net  Interconnection  purchases 
of  70  mw.  for  a  total  dependable  capacity  of 
1,073  mw.  The  largest  generating  unit  pres¬ 
ently  operated  by  Toledo  Edison  has  a  capac¬ 
ity  of  approximately  220  mw. 

Cleveland  Electric  Illuminating  Co.  Cleve¬ 
land  Electric  Illuminating  Co.  (CEI)  is  also 
a  privately  owned  Integrated  electric  utility 
which  serves  a  1,700-square-mile  area  In 
northeastern  Ohio.  CEI  supplies  electric 
power  at  retail  to  89  municipalities.  Includ¬ 
ing  part  of  the  city  of  Cleveland,  and  sur¬ 
rounding  areas.  CEI  does  not  supply  power 
at  wholesale  to  any  municipality.  In  1969, 
CEI’s  electric  operating  revenue  was 
$218,497,611.  CEI’s  1970  peakload  was  2,617 
mw.  at  which  time  CEI  had  total  thermal 
dependable  capacity  of  2,726  mw.  ’The  largest 
generating  unit  presently  operated  by  CEI 
has  a  capacity  of  approximately  650  mw. 

2.  The  CAPCO  pool.  Toledo  Edison  and 
CEI  are  both  members  of  a  five-company 
power  pool  known  as  CAPCO  which  was  or¬ 
ganized  In  1967.  ’ITie  other  three  members  of 
the  pool  are  Duquesne  Light  Co.,  Ohio  Edison 
Co.,  and  Pennsylvania  Power  Co.,  a  subsidiary 
of  Ohio  Edison  Co.  CAPCO  provides  the 
framework  within  which  the  members  co¬ 
ordinate  their  operations.  Interchange  power 
and  share  reserves.  Generation  and  associated 
transmission  facilities  for  the  CAPCO  mem¬ 
bers  are  planned  on  the  basis  of  the  require¬ 
ments  of  the  pool  as  a  single  system.  ’The 
Davls-Besse  nuclear  station  is  the  fourth 
generating  unit — and  the  first  nuclear  unit — 
to  be  planned  and  constructed  by  members  of 
CAPCO.  ’The  CAPCO  members  serve  approxi¬ 
mately  2  million  customers  within  a  14,000- 
square-mile  area.  The  1971  projected  peak¬ 
load  for  CAPCO  is  9,023  mw. 

3.  Competitors  of  the  applicants.  ’The 
smaller  competitors  of  the  applicants  In¬ 
clude  a  number  of  municipal  electric  systems 
and  rural  electric  cooperatives  distributing 
electric  power  and  energy  within  or  adjacent 
to  the  service  areas  of  Toledo  Edison  and 
CEI. 

Rural  electric  cooperatives.  All  the  rural 
electric  distribution  coperatlves  operating 
in  the  State  of  Ohio  received  their  bulk 
power  from  Buckeye  Power,  Inc.,  under  long¬ 
term  contracts.  Buckeye  Is  a  wholesale  sup¬ 
ply  company  wholly  owned  and  controlled  by 
the  28  rural  electric  cooperatives  In  Ohio. 
Buckeye  owns  one  of  two  600-mw.  generating 
units  installed  at  the  Cardinal  Plant  of  the 
Ohio  Power  Co.  Through  contractural  ar¬ 
rangements  with  various  Investor  owned 
utUitles  In  Ohio,  Including  ’Toledo  Edison, 
Buckeye  utilities  the  transmission  systems  of 
these  companies  to  deliver  power  to  the  co¬ 
operatives.  Buckeye  has  no  contractural  ar¬ 
rangements  with  CEI,  because  there  are  no 
cooperatives  in  CEI’s  area. 

Our  Investigation  revelaed  that  no  rural 
electric  cooperative  has  sought  an  ownership 
participation  In  the  Davls-Besse  plant.  Ap¬ 
parently  this  Is  attributable  to  the  fact  that 
Buckeye  has  given  the  cooperatives  In  Ohio 
access  to  the  economies  of  scale  from  large 
generating  units.  ’Those  cooperatives  in 
Toledo  Edison’s  area  which  responded  to  our 
inquiries  were  of  the  view  that  Buckeye  per¬ 
mits  them  to  compete  for  load  growth  with 
Investor-owned  utilities  In  Ohio. 

Municipally  owned  electric  utilities.  ’The 
municipally  owned  electric  utilities  In  Ohio 
have  not  been  granted  access  to  Buckeye  or 
any  similar  arrangement.  Consequently,  they 
obtain  power  either  by  self-generation  or 
purchase  from  Investor-owned  utilities. 
Toledo  Edison  supplies  power  at  wholesale  to 
15  municipally  owned  electric  systems  In  its 


service  area,  13  of  which  purchase  their  total 
power  requirements  from  Toledo  Edison.  Our 
investigation  revealed  that  none  of  these 
municipal  systems  have  sought  ownership 
participation  in  the  Davls-Besse  plant. 

CEI  does  not  supply  power  to  any  munici¬ 
pally  owned  electric  system.  ’There  are  only 
two  such  systems  within  CEI’s  service  area. 
One  Is  the  city  of  Palnesvllle  which  operates 
its  own  generation.  Painesvllle  has  informed 
us  that  it  is  not  interested  in  participation 
in  the  Davls-Besse  plant.  ’The  second  munici¬ 
pal  electric  system  Is  the  city  of  Cleveland’s 
Division  of  Light  and  Power,  which  distrib¬ 
utes  electric  power  at  retail  to  approximately 
55,000  consumers  within  the  city  limits  of 
Cleveland  which  are  not  served  by  CEI.  Cleve¬ 
land  Is  one  of  the  rare  cities  where  there  are 
two  suppliers  of  electric  power. 

The  Cleveland  municipal  electric  system  Is 
an  Isolated  system  which  generates  Its  own 
power  supply  and  Is  not  Interconnected  to 
any  other  utility.  Its  1971  peakload  will  be 
approximately  120  mw.  It  operates  generating 
units  with  a  capacity  of  approximately  195 
mw..  Including  its  largest  unit  which  can 
generate  up  to  80  mw.  Currently,  some  of  the 
municipal  system’s  generating  units  are  shut 
down  so  that  it  Is  generating  only  about  90 
mw.  It  Is  purchasing  the  remainder  of  Its 
power  needs  from  CEI  pursuant  to  a  load 
transfer  agreement  which  provides  that  CEI 
will  supply  power  to  the  municipal  electric 
system  at  specified  points  from  which  the 
municipal  system  distributes  the  power  to  Its 
customers  In  certain  specified  portions  of  its 
service  area. 

’The  Cleveland  Municipal  System  has 
sought  a  permanent  interconnection  with 
CEI  since  at  least  January  of  1970  when  the 
Cleveland  City  Council  passed  a  resolution 
authorizing  the  city’s  Director  of  Law  to 
apply  to  the  PPC  to  order  a  permanent  Inter¬ 
connection  between  the  city  and  CEI.  At  that 
time  CEI  indicated  a  willingness  to  discuss 
an  interconnection  so  the  city  did  not  file  an 
application  with  the  FPC.  Subsequently,  a 
dispute  arose  between  CEI  and  the  city  con¬ 
cerning  the  amount  the  city  had  to  pay  for 
the  load  transfer  service  furnished  by  CEI  to 
the  city.  CEI  began  to  furnish  such  service  in 
January  of  1970  and  is  doing  so  at  this  time. 
After  making  some  Initial  payments,  the  city 
asserted  that  the  rate  being  charged  was  not 
the  rate  approved  by  the  City  Council  and 
refused  to  make  further  payments.  Hie 
amount  now  owed  by  the  city  Is  approxi¬ 
mately  $1.5  million. 

CEI  took  the  position  that  it  would  not 
do  any  further  work  on  a  permanent  Inter¬ 
connection,  until  it  was  paid  for  the  load 
transfer  service  then  being  furnished  to  the 
city.  ’This  stalemate  was  broken  in  May  of 
1971  when  CEI  filed  a  notice  of  cancellation 
of  the  load  transfer  agreement  with  the 
FPC;  the  city  in  turn  filed  an  application 
with  the  FPC  seeking  a  permanent  Inter¬ 
connection  with  CEI.  ’Thus  the  matter  Is 
now  within  the  Jurisdiction  of  the  FPC 
which  can  order  a  permanent  interconnec¬ 
tion.  CEI  has  assured  us  that  It  will  work 
toward  making  an  Interconnection,  as  long 
as  it  Is  paid  for  the  load  transfer  service  It 
has  furnished  to  the  city. 

Cleveland’s  municipal  electric  system  has 
also  Informed  us  that  It  would  like  to  obtain 
an  ownership  participation  in  the  Davls- 
Besse  plant,  although  it  has  made  no  such 
request  to  either  CEI  or  Toledo  Edison  nor 
formulated  the  terms  of  a  specific  proposal 
for  such  participation.  ’The  olty  Indicated 
that  it  may  file  a  formal  request  with  the 
Atomic  Energy  Commission  to  participate  In 
the  unit,  but  we  are  not  aware  of  such  a  filing 
at  this  time.  Participation  In  the  Davls-Besse 
unit  would,  of  course,  be  dependent  upon  the 
securing  of  a  permanent  Interconnection 
with  CEI. 


4.  Economics  of  the  electric  utility  indus¬ 
try.  We  are  not  aware  of  any  studies  which 
indicate  real  economies  of  scale  In  the  retail 
distribution  of  electric  power,  but  bulk  power 
supply  has  significant  scale  economies.  Power 
to  be  commercially  marketable  must  have  a 
guarantee  of  a  high  degree  of  continuity  In 
supply.  Such  power  is  marketed  as  ’’firm". 
As  the  electrical  and  mechanical  generating 
and  transmission  elements  of  a  bulk  power 
supply  system  are  subject  to  forced  outages 
In  varying  degrees.  It  is  necessary  to  provide 
against  this  risk.  It  is  less  expensive  to  deal 
with  risk  collectively.  Under  the  law  of  large 
numbers  (the  same  principle  as  Insurance), 
If  the  outages  occur  at  random  a  predictable, 
and  smaller,  amount  of  reserves  will  supply  a 
satisfactory  degree  of  service  continuity. 
’Thus,  Interconnection  with  other  systems  to 
share  this  risk  enables  each  utility  to  main¬ 
tain  a  smaller  Individual  amount  of  idle 
reserve  capacity. 

This  intercoimection  arrangement  also 
provides  benefits  in  planning  new  generating 
capacity.  While  load  growth  Is  on  a  gradual 
curve,  generating  capacity  needed  to  meet  It 
is  “lumpy”  In  the  economic  sense.  Costs  are 
mainly  Incurred  on  or  before  the  unit  com¬ 
mences  operation,  and  ordinarily  the  entire 
generating  unit  output  becomes  available 
shortly  after  construction  and  testing,  long 
before  It  Is  fully  needed  for  system  require¬ 
ments.  Arrangements  to  share  with  other 
systems  the  unneeded  portion  of  output  thus 
also  contributes  substantially  to  the  most 
economical  operation. 

High-voltage  transmission  Is  the  integrat¬ 
ing  and  coordinating  medium.  It  Integrates 
and  coordinates  generation  to  take  advantage 
of  dealing  with  risk  collectively;  it  Integrates 
and  coordinates  load  so  that  facilities  can  be 
planned  to  meet  pooled  load  growth.  Such 
reserve  sharing,  coordinated  development, 
and  other  types  of  coordination  available 
through  high-voltage  and  extra-hlgh-voltage 
transmission  make  possible  the  economies  of 
scale  In  bulk  power  supply  to  systems  par¬ 
ticipating  In  such  coordination. 

Thus,  existence  of  a  generating  and  trans¬ 
mission  system,  together  with  access  to  the 
low-cost  energy  available  through  coordina¬ 
tion  with  other  systems,  may  determine 
whether  a  firm  will  be  able  to  compete  with 
others  in  bulk  power  sales  at  wholesale.  These 
economies  also  may  be  determinative  of 
competition  for  load  growth  at  retail  between 
a  bulk  power  supplier  and  its  wholesale  cus¬ 
tomers  in  the  same  area. 

6.  Likely  competitive  effects  of  granting 
the  application.  In  our  antitrust  review  we 
have  focused  principally  upon  the  effects 
which  granting  the  present  application 
would  have  upon  the  rural  electric  coopera¬ 
tives  and  municipally  owned  utilities  operat¬ 
ing  within  or  adjacent  to  the  service  areas 
of  the  applicants.  As  previously  discussed,  the 
rural  electric  cooperatives  In  Ohio  receive 
low-cost  power  through  Buckeye  Power,  Inc., 
which  permits  them  to  compete  with  the 
applicants.  ’Thus,  they  will  not  be  placed  at 
a  competitive  disadvantage  by  the  Davls- 
Besse  unit.  ’The  municipally  owned  utilities 
In  Ohio,  however,  have  not  been  granted  ac¬ 
cess  to  Buckeye  and  do  not  have  access  to  any 
similar  low-cost  power  sources. 

Our  Investigation  reveals  that  the  city  of 
Cleveland’s  municipal  electric  system  Is  the 
only  competing  municipal  utility  which  has 
expressed  an  interest  in  obtaining  an  owner¬ 
ship  share  of  the  Davis-Besse  plant.  We  do 
not,  however,  regard  the  presence  or  absence 
of  such  requests  as  determinative  of  our 
antitrust  inquiry.  CEI  and  Toledo  Edison, 
through  their  membership  In  the  CAPCO 
pool  and  their  Interconnections  with  adja¬ 
cent  major  utilities,  have  obtained,  to  a  sub¬ 
stantial  degree,  the  benefits  of  coordination 
and  the  resulting  low-cost  power  for  whole- 
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sale  and  retail  marketing.  The  municipally 
owned  electric  utilities,  on  the  other  band, 
have  no  transmission  network  and  cannot 
benefit  from  reserve  sharing  and  pooled  load 
groa'th  without  some  measure  of  access  to 
applicant’s  transmission  network  and  to  co¬ 
ordination  with  applicants.  Thus  we  think  it 
is  necessary  to  analyze  the  actions  of  Toledo 
Edison  and  C£I  toward  these  municipal  sys¬ 
tems  to  determine  whether  they  have  at¬ 
tempted  to  prevent  the  municipal  systems 
from  obtaining  such  access. 

CEI  states  that  the  only  request  for  service 
it  has  received  from  municipal  utilities  was 
for  the  load  transfer  service  which  it  agreed 
to  provide  the  city  of  Cleveland’s  municipal 
system.  Subsequently  the  city  submitted  an 
application  to  the  Federal  Power  Commission 
tinder  section  a02  of  the  Federal  Power  Act 
for  an  order  requiring  CEI  to  interconnect 
and  coordinate  its  system  with  the  municipal 
system.  CEI  has  informed  us  by  letter  that 
it  will  not  oppose  this  application  if  It  is 
paid  the  amount  due  for  the  load  transfer 
service.  ’Thus  It  now  appears  that  this  matter 
can  be  promptly  resolved  by  the  Federal 
Power  Commission. 

Toledo  Edison  states  that  It  has  not  denied 
any  requests  for  service  or  supply  of  power 
to  municipally  owned  utilities  in  its  area. 
Toledo  Edison  has  supplied  emergency  power 
to  all  Its  municipal  wholesale  customers  and 
recently  accepted  a  request  of  Hancock-Wood 
Rural  Electric  Cooperative  for  an  additional 
delivery  point  under  the  Buckeye  Power 
agreement.  Based  on  data  submitted  by  To¬ 
ledo  Eklison  and  on  our  investigation,  it  ap¬ 
pears  that  the  cost  of  power  supplied  by  ’To¬ 
ledo  Edison  to  Its  municipal  electric  cus¬ 
tomers  Is  at  rates  higher  than  those  of 
'neighboring  utilities.  However,  we  have  no 
evidence  that  ’Toledo  Edison  has  sought  to 
prevent  Its  wholesale  customers  from  obtain¬ 
ing  power  from  alternative  sources.  Competi¬ 
tion  for  sale  of  power  at  wholesale  to  munici¬ 
pally  owned  utilities  in  Ohio  is  further 
clouded  by  an  Ohio  Statute  (Ohio  Revised 
Code  section  4905.261)  which  prohibits  a 
utility  from  serving  a  customer  presently 
served  by  another,  unless  the  customer  has 
been  disconnected  from  his  former  supplier 
for  90  days  or  an  order  permitting  the  trans¬ 
fer  is  granted  by  the  Ohio  Public  Utilities 
Commission.  There  Is  considerable  doubt 
whether  this  statute  would  apply  to  the 
transfer  of  a  wholesale  customer.  In  any 
event,  based  on  data  submitted  to  us  by 
Toledo  Edison  and  CEI,  it  appears  that  the 
estimated  cost  of  producing  power  at  the 
Davis-Besse  plant  will  be  about  the  same 
as  the  applicant’s  average  system  costs  and 
higher  than  the  estimated  produciton  costs 
of  at  least  one  of  the  similar  sized  fossil  fuel 
plants  being  constructed  by  CAPCO  mem¬ 
bers.  Davis-Besse,  therefore,  will  apparently 
not  give  Toledo  Edison  or  CEI  a  significant 
cost  advantage  which  could  be  used  to  im¬ 
pose  a  price  squeeze  on  wholesale  customers. 

6.  Conclusion.  As  detailed  above,  the  city 
of  Cleveland’s  municipal  electric  system  is 
the  only  utility  competing  with  the  appli¬ 
cants  vdilch  has  expressed  an  interest  in 
participating  In  the  Davis-Besse  unit.  ’Hie 
city,  however,  has  made  no  formal  request 
to  the  applicants  for  participation  nor  has 
fcHmulated  the  terms  of  such  a  proposal. 
Without  a  concrete  request,  it  is  too  early  to 
asc^tain  CEI’s  and  Toledo  Edison’s  reac¬ 
tion  to  it,  and  this  situation  can  be  only  a 
^Mculatlve  factor  affecting  our  immediate 
advice.  The  dty  has  put  lu  request  for  in¬ 
terconnection  with  CEI  before  the  FPC, 
which  has  Jiulsdlction  to  resolve  the  issue. 
CEff  is  willing  to  make  such  an  interconnec¬ 
tion  provided  It  Is  compensated  for  the  costs 
of  the  interoonnection  and  for  the  past  load 
transfer  services  rendered  to  the  city.  In 
these  circumstances  we  presently  are  of  the 


view  that  an  antitrust  hearing  would  not  be 
required  pursuant  to  the  reswvation  of  au¬ 
thority  contained  in  the  Commission’s  con¬ 
striction  permit. 

[PR  Doc.71-13017  FUed  9-3-71:8:46  am] 


(Dockets  Nos.  50-338A,  50-339 A] 

VIRGINIA  ELECTRIC  &  POWER  CO. 

Notice  of  Receipt  of  Advice  and  Time 

for  Filing  of  Petitions  To  Intervene 

on  Antitrust  Matters 

The  Commission  has  received,  pur¬ 
suant  to  section  105c  of  the  Atomic 
Energy  Act  of  1954,  as  amended  (the 
Act) ,  a  letter  of  advice  from  the  Attorney 
General  of  the  United  States,  dated 
July  2,  1971,  a  copy  of  which  is  set  forth 
below  as  Appendix  A. 

Any  person  whose  interest  may  be  af¬ 
fected  by  this  proceeding  may,  pursuant 
to  §  2.714  of  the  Commission’s  rules  of 
practice,  10  CPR  Part  2.  file  a  petition  for 
leave  to  intervene  and  request  a  hearing 
on  the  antitrust  aspects  of  the  applica¬ 
tion.  Petitions  for  leave  to  intervene  and 
requests  for  hearing  shall  be  filed  within 
thirty  (30)  days  after  imblication  of  this 
notice  in  the  Federal  Register. 

For  the  Atomic  Energy  Commission. 

Lyall  Johnson, 
Director,  Division  of 
State  and  Licensee  Relations. 

Appendix  A 

VIRGINIA  ELECTRIC  Ac  POWER  CO., 

NORTH  ANNA  UNITS  1  AND  2 

Pursuant  to  section  105c (8)  of  the  Atomic 
Energy  Act  of  1954,  as  amended  by  Public 
Law  91-560,  the  Atomic  Energy  Commission 
has  issued  a  construction  permit  to  Virginia 
Electric  and  Power  Co.  for  its  North  Anna 
nuclear  power  station  units  1  and  2  (AEC 
Dockets  Nos.  50-338A  and  50-339A).  It  has 
also  transmitted  to  the  Attorney  General 
a  copy  of  the  license  application  for  ap¬ 
propriate  advice  by  the  Department  of  Jus¬ 
tice  under  section  105c(l)  of  the  Act. 

1.  The  applicant.  Virginia  Electric  and 
Power  Co.  (VEPCO)  is  a  large  fully  inte¬ 
grated  electric  utility  with  a  number  of 
steam,  hydro  and  nuclear  generating  plants 
now  in  operation  or  projected,  an  extensive 
network  of  high  voltage  and  other  trans¬ 
mission,  and  a  wholesale  and  retail  distribu¬ 
tion  system  covering  a  large  service  area.  Its 
electric  operating  revenues  for  the  year  end¬ 
ing  June  30, 1969,  were  over  $305  million,  and 
its  kilowatt  hours  sold  in  1970  were  in  ex¬ 
cess  of  23  bilUon. 

’The  heart  of  VEff’CO’s  service  area  is  Vir¬ 
ginia’s  so-called  urban  corridor  from  the 
Potomac  south  through  Richmond  and 
Petersburg  and  southeast  to  the  Hampton 
Roads  area.  It  also  serves  tidewater  Vir¬ 
ginia  (except  the  Delmarva  peninsula) .  cen¬ 
tral  Virginia  and  the  southern  Shenandoah 
Valley,  a  small  area  in  southeastern  West 
Virginia,  and  the  northeast  portion  of  North 
Carolina  extending  south  to  the  Pamlico 
River.  It  is  interconnected  with  all  the  ma¬ 
jor  utilities  surrounding  this  service  area: 
Potomac  Electric  Power  Co.  to  the  north. 
Monongahela  Power  Co.  and  Potomac  Edi¬ 
son  Co.  (both  subsidiaries  in  the  Alleghany 
Power  system)  to  the  west  and  northwest. 
Appalachian  Power  Co.  (a  subsidiary  of 
American  Electric  Power  Co.)  to  the  south¬ 
west,  and  Carolina  Power  and  Light  Co.  to 
the  south.  Within  or  adjacent  to  this  serv¬ 
ice  area  are  also  a  total  of  41  smaller  utili¬ 


ties  who  buy  all  or  most  of  their  bulk  power 
requirements  at  wholesale  from  VEPCO. 

VEPCO’s  load  growth,  including  that  of 
its  wholesale  customers,  is  estimated  to  in¬ 
crease  over  the  next  10  years  by  more  than 
10  percent  each  year.  ’The  two  North  Anna 
nuclear  units,  each  of  892  mw.  initial  capac¬ 
ity  and  scheduled  for  operation  in  1974  and 
1975,  are  part  of  a  10-year  construction  pro¬ 
gram  to  meet  this  load  growth.  Other  pos¬ 
sible  major  projects  include  three  fossil- 
fueled  installations,  a  hydro  pumped  storage 
plant,  and  two  nuclear  installations  in  addi¬ 
tion  to  the  Surry  units  scheduled  for  com¬ 
pletion  in  1972.  ’The  North  Anna  station  is 
estimated  to  cost  $465  million  plus  over  $8 
million  for  a  transmission  substation.  Funds 
to  cover  this  and  other  construction  proj¬ 
ects  over  the  period  1969-1973  are  to  be  pro¬ 
vided  solely  by  VEPCO,  from  cash  generated 
internally  and  issuance  of  securities. 

2.  Relations  with  other  utilities.  VEP(X)  ex¬ 
changes  power  with  major  utilities  with 
which  it  is  interconnected,  and  others.  These 
agreements  variously  cover  emergency  power, 
deficiency  power  or  unit  power.  Contractees 
include  those  mentioned  above,  as  well  a.s 
South  Carolina  Electric  and  Gas  Co.  and 
Southeastern  Power  Administration  (SEPA) , 
Interior’s  marketing  arm  for  the  Army’s  hy¬ 
dro  projects  on  the  Virginia-North  Carolina 
border.  VEPCO  also  has  been  a  member  of 
the  CARVA  Pool,  whose  reserve  sharing  and 
coordination  is  described  in  the  latest  Na¬ 
tional  Power  Survey,*  along  with  Duke  Power 
Co.,  Carolina  Power  and  Light,  and  South 
Carolina  Electric  and  Gas.  ’Though  the  Pool 
was  formally  terminated  in  1970,  its  members 
continue  to  share  reserves  through  1972  un¬ 
der  the  termination  agreement.  Moreover, 
for  increased  reliability  VEPCO  coordinates 
with  other  utility  groups  in  planning  and 
evaluating  existing  and  proposed  generating 
and  transmission  facilities.*  In  addition  to 
economies  of  scale  made  possible  within  its 
own  large  system,  it  is  apparent  that  VEff’CO 
has  been  able  to  get  the  maximum  bene¬ 
fits  of  low-cost  power  and  reliability  from 
exchanges  of  power  through  its  intercon¬ 
nections  with  large  utility  neighbors  and 
from  its  broad  planning  coordination. 

A  total  of  41  smaller  utilities  buy  power 
at  wholesale  from  VEPCO.  In  Virginia  these 
include  8  municipal  systems  and  13  coopera¬ 
tives,  and  in  North  Carolina  13  municipals,  6 
co-ops  and  one  small  rural  investor-owned 
utility.  As  a  group,  VElPCO’s  wholesale  cus¬ 
tomers  provide  oifiy  a  comparatively  tiny 
amount  of  supplemental  power  generation  of 
their  own.  Only  three  Virginia  customers  have 
active,  though  small,  generating  plants — 
the  Cralg-Botetourt  (0.3  mw.)  and  B-A-R-C 
(0.4  mw.)  co-ops  and  the  town  of  Culpeper 
(5.3  mw.),  with  the  Culpeper  plant  appar¬ 
ently  being  used  only  for  peakload  periods. 
’Three  others  also  have  small  generating 
plants  which  are  kept  wholly  on  standby 
status.  VEPCO  supplies  the  total  bulk  power 
requirements  of  all  the  Virginia  and  North 
Carolina  municipals  (except  Culpeper) ,  Pam¬ 
lico  Power  and  Light  Co.  and  the  Cape  Hat- 
teras  co-op  in  North  Carolina,  and  the  Tri- 
Oo^lnty  co-op  in  Leesburg.  Va.  It  supplies  most 
of  the  requirements  of  the  remainder.  ’The 
Virginia  and  North  Carolina  oo-ops.except  the 


*  Federal  Power  Commission,  1970  National 
Power  Survey,  Part  n,  p.  n-3-32  ( 1971 ) . 

*  It  is  a  member  (along  with  Yadkin,  Inc., 
SEPA,  South  Carolina  Public  Service  Au¬ 
thority  and  the  members  of  the  CARVA  Pool) 
in  the  Virginia-Carolinas  subregion  of  FPC’s 
South  Eastern  Reliability  Council  (SERC). 
As  such,  it  coordinates  with  the  Tennessee 
Valley  and  Southern  Companies  subregions 
of  SERC  and  with  the  East  Central  Area  Re¬ 
liability  Coordination  Group  and  the  Mid- 
Atlantic  Cocrdlnation  Group. 
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two  Just  mentioned,  oMaln  a  portion  of  their 
requirements  from  SEPA,  and  two  oo-ops, 
Halifax  In  North  Carolina  and  Shenandoah 
Valley  In  Virginia,  are  supplied  some  Inilk 
power  from  Carolina  Power  and  Light  and 
Monongahela  Power,  respectively.  The  co¬ 
operatives,  preference  customers  under  the 
Flood  Control  Act  of  1944,  receive  power 
from  SEPA  under  3 -way  contracts  between 
SEPA,  VEPCO  and  the  oo-ops,  pursuant  to 
which  VEPCO  wheels  to  each  oo-op  Its  allo¬ 
cated  portion  of  SEPA  power.  It  is  estimated 
that  SEPA  supplies  about  20  to  25  percent 
of  the  load  requirements  of  these  co-ops, 
perhaps  even  less  in  the  case  of  the  North 
Carolina«o-ops. 

In  summary,  however,  for  the  vast  majority 
of  these  small  utilities  VEPCO  supplies  all 
or  most  of  their  power  requirements.  Since 
the  company  also  owns  and  controls  virtually 
all  the  transmission  lines  and  substations  in 
the  entire  service  area,  these  utilities  are 
basically  mere  distributors  in  their  local 
areas  of  VEPCO  produced  and  transmitted 
power. 

3.  Competitive  implications  of  the  appli¬ 
cation.  VEPCO  maintains  a  virtual  monopoly 
in  the  generation  and  transmission  of  elec¬ 
tric  power  in  its  general  service  area.  The 
facilities  covered  by  the  application  will  ex¬ 
pand  VEPCO’s  capacity.  Therefore,  in  con¬ 
sidering  this  application  we  have  examined 
VEPCO’s  competitive  activities  vls-a-vls 
smaller  utilities  in  the  light  of  principles 
evolved  under  sections  1  and  2  of  the  Sher¬ 
man  Act  (15  tJ.S.C.  1  and  2).  Section  1  pro¬ 
hibits  contracts  and  combinations  in  re¬ 
straint  of  trade,  while  section  2  prohibits 
attempts  to  monopolize  and  anticompetitive 
activities  by  a  monopolist.  The  latter  pro¬ 
vision  is  particularly  relevant  to  this  situa¬ 
tion.  As  the  Supreme  Court  stated,  “The 
offense  of  monopoly  under  section  2  of  the 
Sherman  Act  has  two  elements;  (1)  The 
possession  of  monopoly  power  in  the  relevant 
market  and  (2)  the  willful  acquisition  or 
maintenance  of  that  power  as  distinguished 
from  the  growth  or  development  of  a  superior 
product,  business  acumen  or  historic  acci¬ 
dent.”  “United  States  v.  Grlnnell  Corpora¬ 
tion,”  384  U.S.  663,  571  (1966).  No  proof  of 
specific  intent  to  violate  the  antitrust  laws 
Is  required  in  a  section  2  monopolization 
case.  See  “United  States  v.  Griffith,”  334  U.S. 
100,  105  (1948):  “United  States  v.  Grlnnell," 
236  F.  Supp.  244,  248  (D.  R.I.  1964),  affirmed 
384  U.S.  563.  Rather,  the  question  is  whether 
a  person  who  maintains  a  monopoly  has  sep¬ 
arately,  or  with  others,  carried  out  business 
policies  which  raise  unnecessary  “barriers  to 
competition.”  “United  States  v.  United  Shoe 
Machinery  Corp.,”  110  F.  Supp.  295,  344,  345 
(D.  Mass.,  1953),  afilrmed  per  curiam  347 
U.S.  621. 

While  competition  in  regulated  industries 
Is  not  the  hour  by  hour  competition  of  the 
marketplace  as  in  the  unregulated  sector, 
there  is  still  substantial  and  vigorous  act¬ 
ual  and  potential  competition  among 
electric  utilities  of  various  kinds.  Appli¬ 
cant’s  smaller  competitors  include  a  num¬ 
ber  of  municipal  electric  utilities  and  rural 
electric  cooperative  systems  distributing 
electric  power  and  energy  in  the  general 
area  served  by  applicant. 

We  are  not  aware  of  any  studies  which 
indicate  real  economies  of  scale  In  the  re¬ 
tail  distribution  of  electric  power,  but  bulk 
power  supply  has  significant  scale  eco¬ 
nomics.  Power  to  be  commerlcally  market¬ 
able  must  have  a  guarantee  of  a  high  de¬ 
gree  of  continuity  in  supply.  Such  power  is 
marketed  as  “firm”.  As  the  electrical  and 
mechanical  generating  and  transmission 
elements  of  a  bulk  power  supply  system  are 
subject  to  forced  outages  In  vaiTlng  de¬ 
grees,  it  is  necessary  to  provide  against  this 
risk.  It  is  less  expensive  to  deal  with  risk 
collectively.  Under  the  law  of  large  numbers 


(the  same  principle  as  insurance),  if  the 
outages  occiu:  at  random  a  predictable,  and 
smaller  amount  of  reserves  will  supply  a 
satisfactory  degree  of  service  continuity. 
Thus,  Interconnection  with  other  systems  to 
share  this  risk  enables  each  utility  to  main¬ 
tain  a  smaller  individual  amount  of  idle 
reserve  capacity. 

High-voltage  transmission  is  the  integrat¬ 
ing  and  coordinating  medium.  It  Integrates 
and  coordinates  generation  to  take  advant¬ 
age  of  dealing  with  risk  collectively;  it 
integrates  and  coordinates  load  so  that  fa¬ 
cilities  can  be  planned  to  meet  pooled  load 
growth.  Such  reserve  sharing,  coordinated 
development,  and  other  types  of  coordina¬ 
tion  available  through  high  voltage  and 
extra  high-voltage  transmission  make  pos¬ 
sible  the  economies  of  scale  in  bulk  power 
supply  to  systems  participating  in  such 
coordination. 

’Thus,  existence  of  a  generating  and  trans¬ 
mission  system,  together  with  access  to  the 
low  cost  energy  available  through  coordina¬ 
tion  with  other  systems,  may  determine 
whether  a  firm  will  be  able  to  compete 
with  others  in  bulk  power  sales  at  whole¬ 
sale.  ’These  economies  also  may  be  deter¬ 
minative  of  competition  for  load  growth  at 
retail  between  an  integrated  bulk  power 
supplier  and  its  wholesale  customers  in  the 
same  area. 

(a)  Bulk  power  supply  competition.  As 
set  forth  above,  VEPCO’s  reserve  sharing 
In  the  CARVA  Pool  and  its  other  inter- 
cormectlon  exchanges  with  adjacent  major 
utilities  have  enabled  it  to  obtain  the  bene¬ 
fits  of  lowest  cost  power  for  wholesale  and 
retail  marketing.  At  the  same  time,  its 
smaller  utility  neighbors  have  no  G&T 
network  to  provide  bulk  power  to  its  mem¬ 
bership,  and  of  course  cannot  engage  in  the 
coordination  arrangements  which  make 
possible  further  economies  in  power  supply. 
For  example,  when  in  September  1969,  11 
North  Carolina  municipals  sought  to  obtain 
participation  in  the  ownership  and  opera¬ 
tion  of  VEPCO’s  proposed  Marble  Valley 
hydro  pumped  storage  project,  VEPCO  re¬ 
jected  the  request  on  the  ground  that  the 
municipalities  were  not  an  integrated  sys¬ 
tem  with  generation,  transmission  and  dis¬ 
tribution  facilities,  and  therefore  the  pro¬ 
posal  would  not  have  promoted  reliability 
and  economy  through  system  interconnec¬ 
tion  and  coordination. 

At  the  same  time  there  is  some  indica¬ 
tion  of  VEPCO  policy  tending  to  impair  the 
ability  of  Its  wholesale  customers,  or 
group  of  them,  to  organize  a  Q&T  network. 
It  has  included  In  Its  wholesale  contracts 
with  municipal  and  cooperative  customers 
restrictive  provisions  which  would  impair 
their  ability  to  Join  together  to  form  a 
G&T  organization  to  provide  partial  bulk 
power  supply  requirements  for  themselves. 
VEPCO’s  contracts  with  cooperatives  include 
the  following  provision: 

10.  Customer’s  responsibility.  (A)  Electric¬ 
ity  supplied  by  the  company  shall  not  be 
electrically  connected  with  any  other  source 
of  electricity  without  previous  written  notice 
to  and  consent  of  the  company. 

In  turn,  VEPCO’s  municipal  contracts  in¬ 
clude  the  following  provision: 

Article  8.  Use  of  Electricity  by  the 
Customer : 

a.  Electricity  supplied  by  the  company 
shall  not  be  used  in  conjunction  with  any 
other  source  of  electricity  without  previous 
written  notice  to  and  consent  of  the  com¬ 
pany,  except  that  whenever  the  Customer 
has  another  source  of  electricity  such  source 
may  be  used  only  during  such  periods  as  the 
electricity  supplied  by  the  company  may 
fall  or  be  interrupted. 

b.  Electricity  supplied  by  the  company 
shall  not  be  sold  by  the  customer  for  resale 


without  previous  written  consent  of  the 
company. 

c.  Because  the  company’s  facilities  used  in 
supplying  electricity  to  the  customer  have  a 
definite  limited  capacity  and  can  be  dam¬ 
aged  by  over-lo€Mls,  the  customer  shall  give 
adequate  notice  to  the  company  and  obtain 
the  company’s  written  consent  before  mak¬ 
ing  any  substantial  change  in  the  amount 
or  use  of  the  load  connected  to  the  com¬ 
pany’s  service. 

In  effect,  these  provisions  give  VEPCO  ex¬ 
tensive  control  over  its  wholesale  customers’ 
access  to  alternative  bulk  power  co-ordina¬ 
tion  arrangements  which  would  involve  sales 
by  or  co-ordination  with  other  systems. 
VEPCO  asserts  that  consent  to  municipal 
sales  for  resale  has  never  been  refused  in 
practice,  and  that  such  sales  have  been  and 
are  being  made.  It  further  claims — but,  so  far 
as  we  are  aware,  has  never  demonstrated — 
that  the  restrictions  on  substitution  of 
power  and  changes  of  load  are  required  to 
insure  the  integrity  and  reliability  of 
VEPCO’s  system. 

It  should  be  noted  that  there  is  only  lim¬ 
ited  and  sporadic  evidence  of  efforts  by  co¬ 
operatives  and  municipal  systems  to  develop 
alternative  bulk  power  arrangements.  Old 
Dominion  Electric  Cooperative  was  organized 
in  1949  by  the  Virginia  co-op  customers  of 
VEPCO  to  construct  a  fossil  fuel  steam  gen¬ 
erating  plant  and  a  transmission  system 
Interconnected  with  the  Federal  hydro  proj¬ 
ect  at  Kerr  Dam.  However,  with  VEPCO  ob¬ 
jecting  vigorously,  the  Virginia  State  Cor¬ 
poration  Commission  refused  its  necessary 
approval  for  issuance  of  securities  to  fund 
the  project,  and  Old  Dominion  has  con¬ 
tinued  since  then  essentially  as  the  whole¬ 
sale  power  bargaining  agency  for  its  mem¬ 
bers.  Under  the  circumstances,  no  specific 
plan  had  been  offered  by  Old  Dominion  to 
coordinate  its  proposed  system  with 
VEPCO’s.  More  recently,  in  1968,  EPIC,  Inc., 
was  formed  in  North  Carolina  to  plan  for  the 
establishment  of  a  G&T  network  for  munici¬ 
palities  and  cooperatives  throughout  the 
State.  A  preliminary  engineering  and  legal 
report  for  this  power  supply  plan  was  issued 
the  following  year,  but  the  final  report  is  not 
due  until  mid-summer  1972.  In  addition, 
Yankee-Dlxle  Power,  Inc.,  was  formed  in  1965 
by  representatives  of  consumer-owned  elec¬ 
tric  utilities  in  the  eastern  United  States, 
with  the  aim  of  establishing  a  G&T  network 
as  a  wholesale  source  of  low  cost  electric 
power  for  such  utilities  from  Maine  to  Flor¬ 
ida.  But  we  are  advised  that  its  initial  feasi¬ 
bility  studies  at  present  are  not  even  as  far 
advanced  as  those  of  EPIC.  Thus,  it  is  still  too 
early  to  ascertain  VEPCO’s  reaction  to  these 
plans  when,  and  if,  their  proponents  attempt 
to  activate  them. 

In  addition,  although  no  requests  have 
been  made  to  date,  we  understand  that  a 
group  of  seven  Virginia  municipals  are  now 
actively  considering  making  an  effort  to 
obtain  an  ownership  interest  in  either  North 
Anna’s  physical  plant  or  in  a  portion  of  its 
output.  EPIC’S  municipals  and  co-ops  may 
possibly  follow  suit.  Details  of  these  poten¬ 
tial  proposals  are  not  yet  fully  settled.  But 
if  this  is  decided,  we  are  informed,  no  action 
will  be  possible  imtll  shortly  before  the  end 
of  summer.  ’Thus,  this  element  is  but  a 
speculative  factor  for  oiir  immediate  advice. 

(b)  Competition  at  retail.  'The  relation¬ 
ship  between  wholesale  rates  to  competing 
distributors  and  the  wholesaler’s  own  retail 
rates,  particularly  to  industrial  and  commer¬ 
cial  customers,  can  determine  the  ability  of 
the  smaller  customer  to  compete  for  load 
growth  against  his  supplier.  If  wholesale 
power  costs  make  it  impassible  to  offer 
Industrial  and  commercial  rates  comparable 
to  its  supplier’s,  a  utility  must  forego  oppor¬ 
tunities  for  attractive  loads  of  commercial 
and  Industrial  facilities  within  its  area.  Slm- 
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llarly.  It  will  be  unable  to  compete  in  attract¬ 
ing  new  Industrial  customers  to  Its  territory 
and  thus  be  unable  to  Increase  load  growth 
at  a  desirable  rate.  Such  curtailment  of  load 
growth  leads  to  further  competitive  disad¬ 
vantages  for  municipal  systems.  As  load 
growth  falls  to  spread  the  costs  of  opera¬ 
tions,  unit  costs  cannot  be  reduced  and  rate 
schedules  caimot  be  shaved.  This  affects  resi¬ 
dential  rates  as  well  as  commercial  and  in¬ 
dustrial.  Yardstick  comparison  of  retail  rates 
as  between  the  municipal  and  Its  bulk  power 
supplier  leads  to  customer  dissatisfaction 
and  paves  the  way  for  successful  attempts  at 
acquisition  of  the  municipal  system  by  that 
supplier. 

Data  submitted  by  VEPCO  seems  to  pre¬ 
clude  the  possibility  that  VEPCO  would  be 
able  to  impose  a  price  squeeze  on  Its  whole¬ 
sale  customers,  by  using  the  marginal  costs 
of  North  Anna  to  offer  attractive  promo¬ 
tional  rates  to  Indxistrles.  The  estimated  total 
cost  of  producing  and  transmitting  power 
and  energy  sold  from  North  Anna  will  be 
higher,  not  lower,  than  VEPCO’s  total 
average  system  costs.  Nevertheless,  group 
replies  from  these  customers  assert  that 
VEPCO  has  historically  maintained  and  pres¬ 
ently  seeks  to  continue  to  fix  Its  retail 
Industrial  and  large  user  rates  at  the  same 
level  as,  or  lower  than.  Its  wholesale  rates  to 
municipals  and  co-ops.  Only  one  or  two 
specific  Instances  of  Inability  to  compete 
were  offered;  It  was  pointed  out,  however, 
that  municipals  have  always  known  they 
could  not  compete  with  VEIPCO  for  such  new 
business  and  the  alternative  of  municipal 
electric  service  is  usually  not  seriously  con¬ 
sidered  by  either  the  municipality  or  the 
Industrial  customer.  Data  submitted  by 
VEPCO  on  Its  effective  rates  to  co-ops,  munic¬ 
ipals  and  Industrial  customers  for  power  and 
energy  sold  In  mills/kw.-h.,  based  on  1970 
experience.  Indicates  that  under  the  com¬ 
parative  rate  structures  these  utilities  would 
not  be  able  to  compete  for  larger  industrial 
loads  but  is  far  from  conclusive  as  to  all 
Industrial  business.  Finally,  as  bearing  on 
the  question  whether  VEPCO’s  rate  struc¬ 
tures  may  be  designed  In  a  program  to 
weaken  and  absorb  Its  retail  competitors,  it 
is  noted  that  during  the  past  ten  years 
VEPCO  made  offers  to  purchase  the  distri¬ 
bution  systems  of  only  two  of  the  wholesale 
customers  within  its  service  area,  and  has 
actually  made  no  acquisitions  over  that 
period. 

4.  Conclusions.  As  detailed  above,  we  have 
noted  some  Inconclusive  Indications,  scat¬ 
tered  over  a  23-year  period,  of  possibly  anti¬ 
competitive  practices  by  VEPCO  In  Its  rela¬ 
tions  with  the  municipal  and  cooperative 
systems  In  Its  area.  However,  the  only  pres¬ 
ently  operative  factor  of  discernible  import 
Is  VEPCO's  maintenance  of  unnecessarily 
restrictive  provisions  In  Its  wholesale  con¬ 
tracts  with  municipals  and  cooperatives.  It 
Is  our  view  that  the  continued  existence  of 
these  restrictive  provisions  might  well  have 
required  us  to  request  a  hearing  under  sec¬ 
tion  105  of  the  Act.  However,  after  discus¬ 
sions  of  this  problem  with  VEPCO,  the  com¬ 
pany  has  represented  to  us  that  it  will  seek 
to  amend  the  language  of  the  provisions,  as 
set  forth  in  the  Appendix  to  this  letter,  and 
obtain  the  necessary  approval  of  the  Federal 
Power  Commission  to  the  amended  contracts. 
VEPCO’s  proposed  amendments  should  sub¬ 
stantially  eliminate  the  possibility  of  Its 
using  contractual  provisions  to  restrict  its 
wholesale  customers’  access  to  alternative 
bulk  power  arrangements.  Therefore,  we  rec¬ 
ommend  that,  BO  long  as  VEPCO  proceeds 
promptly  In  the  manner  in  which  It  has  rep¬ 
resented  and  files  appropriately  amended 
contracts  with  FPC  within  90  days,  no  anti¬ 
trust  hearing  should  be  required  pursuant  to 
the  reservation  of  authority  contained  In  the 
Commission’s  construction  permit. 


APPENDIX 

Virginia  Electric  and  Power  Co’s,  agree¬ 
ments  with  cooperatives  would  be  amended 
to  change  paragraph  (A)  of  Section  10,  “Cus¬ 
tomer's  Responsibility’’  to  read  as  follows: 

(A)  Electricity  supplied  by  the  company 
shall  not  be  electrically  connected  with  any 
other  source  of  electricity  without  reasonable 
written  notice  to  the  company  and  agree¬ 
ment  by  the  parties  on  such  measures  or 
conditions.  If  any,  as  may  be  required  for 
reliability  of  both  systems. 

The  company's  agreements  with  munici¬ 
palities  would  be  changed  by  deleting  in 
Article  8,  “Use  of  Electricity  by  the  Custo¬ 
mer,”  paragraph  “b”,  reletterlng  paragraph 
“c”  as  “b”  and  revising  paragraph  “a”  and 
relettered  paragraph  “b”  to  read  as  follows: 

a.  Electricity  supplied  by  the  Company 
shall  not  be  used  In  conjunction  with  any 
other  source  of  electricity  without  reasonable 
written  notice  to  the  company  and  agree¬ 
ment  between  the  parties  on  such  measures 
or  conditions.  If  any,  as  may  be  required  for 
reliability  of  both  systems  except  that  when¬ 
ever  the  customer  has  another  source  of  elec¬ 
tricity  such  source  may  be  used  only  during 
such  periods  as  the  electricity  supplied  by 
the  company  may  fall  or  be  Interrupted. 

b.  Because  the  company’s  facilities  used  in 
supplying  electricity  to  the  customer  have  a 
definite  limited  capacity  and  can  be  damaged 
by  overloads,  the  customer  shall  give  reason¬ 
able  written  notice  to  the  company  before 
making  any  substantial  change  in  t  he 
amount  or  use  of  the  load  connected  to  the 
company’s  service:  Provided,  however.  That 
such  proposed  change  shall  be  subject  to  the 
availability  of  power  on  the  company’s  sys¬ 
tem  and  shall  also  be  subject  to  agreement 
between  the  parties  on  such  measures  or 
conditions,  if  any,  as  may  be  required  for 
reliability  of  both  systems. 

IFR  Doc.71-13018  Filed  9-3-71;8:46  am] 


[Docket  No.  50-269] 

DUKE  POWER  CO. 

Order  Extending  Provisional 
Construction  Permit  Completion  Date 

By  application  dated  August  6,  1971, 
Duke  Power  Co.  requested  an  extension 
of  the  latest  completion  date  specified 
in  Provisional  Construction  Permit  No. 
CPPR-33  as  extended  by  Order  dated 
February  27,  1971.  The  permit  authorizes 
the  construction  of  a  pressurized  water 
nuclear  reactor  designated  as  the  Oconee 
Nuclear  Station  Unit  No.  1  at  the  appli¬ 
cant’s  site  in  Oconee  County,  S.C,,  ap¬ 
proximately  8  miles  northwest  of  Seneca, 
S.C. 

Good  cause  having  been  shown  for  this 
extension  pursuant  to  section  185  of  the 
Atomic  Energy  Act  of  1954,  as  amended, 
and  section  50.55(b)  of  10  CFR  Part  50  cf 
the  Commission’s  regulations:  It  is 
hereby  ordered,  ’That  the  latest  comple¬ 
tion  date  specified  in  Provisional  Con¬ 
struction  Permit  No.  CPPR-33  as  ex¬ 
tended  by  Order  dated  February  27, 1971, 
is  extended  from  September  30,  1971,  to 
January  31, 1971. 

Date  of  issuance:  August  27, 1971. 

For  the  Atomic  Energy  Commission. 

Frank  Schroeder, 

Deputy  Director. 

Division  of  Reactor  Licensing. 

(FR  Doc.71-13036  FUed  6-3-71;8:48  am] 


[Dockets  Nos.  50-315, 50-316] 

INDIANA  &  MICHIGAN  ELECTRIC  CO. 

Notice  of  Issuance  of  Amendment  to 
Construction  Permits 

The  Atomic  Energy  Commission  has 
issued  Amendment  No.  1  to  Construction 
Permits  Nos.  CPPR-60  and  CPPR-61 
which  were  issued  to  the  Indiana  & 
Michigan  EHectric  Co.  (Electric  Com¬ 
pany).  The  construction  permits  au¬ 
thorize  the  construction  of  Units  1  and  2 
of  the  Donald  C.  Cook  Nuclear  Plant 
(facilities)  near  Bridgman,  Mich.  The 
amendments  to  the  construction  per¬ 
mits  are  for  the  sole  purpose  of  includ¬ 
ing  the  Indiana  &  Michigan  Power  Co. 
(Power  Company) ,  which  will  be  a  wholly 
owned  subsidiary  of  the  Electric  Com¬ 
pany,  as  a  co-permittee  with  the  Electric 
Company  to  acquire,  construct,  and  own 
the  facilities.  ’The  amendments  will  be¬ 
come  effective  five  (5)  days  after  the  re¬ 
ceipt  by  the  Commission  of  executed 
copies  of  capital  fund  and  power  agree¬ 
ments  between  the  Electric  Company  and 
the  Power  Company,  a  bank  loan  agree¬ 
ment  between  Power  Company  and  cer¬ 
tain  banks,  and  upon  a  determination 
by  the  Commission  within  that  period 
that  the  executed  agreements  are  in  the 
same  form  and  contain  essentially  the 
same  terms  as  those  submitted  for  the 
Commission’s  review  as  attachments  to 
letter  from  the  Electric  Company,  dated 
July  30, 1971. 

In  an  application  for  amendments  of 
construction  permits  and  Amendment 
No.  15  to  the  application  for  operating 
licenses  dated  June  21,  1971,  the  Electric 
Company  requested  that  the  Power  Com¬ 
pany  be  made  a  copermittee  with  the 
Electric  Company.  Supplemental  infor¬ 
mation  relative  to  the  application  for 
amendments  of  construction  permits  was 
submitted  to  the  Commission  in  letters 
from  the  American  Electric  Power  Co., 
Inc.,  dated  July  30,  1971,  and  from  the 
Electric  Company  dated  July  30,  and 
August  10,  1971. 

The  Commission  has  made  the  findings 
required  by  the  Atomic  Energy  Act  of 
1954,  as  amended  and  the  Commission’s 
regulations,  which  are  set  forth  in  the 
amendments  to  the  construction  permits, 
and  has  concluded  that  the  issuance  of 
the  amendments  to  the  construction 
permits  will  not  be  inimical  to  the  com¬ 
mon  defense  and  security  or  to  the  health 
and  safety  of  the  public.  The  Commis¬ 
sion  has  also  foimd  that  prior  public 
notice  of  the  proposed  issuance  of  the 
amendments  to  the  construction  permits 
is  not  required  since  there  are  no  signifi¬ 
cant  hazard  considerations  involved  in 
the  amendments. 

Within  fifteen  (15)  days  from  the  date 
of  publication  of  this  Notice  in  the  Fed¬ 
eral  Register  the  applicants  may  file  a 
request  for  a  hearing  in  connection  with 
issuance  of  these  amendments,  and  any 
person  whose  interest  may  be  affected  by 
the  issuance  of  these  amendments  may 
file  a  petition  for  leave  to  intervene.  Re¬ 
quests  for  a  hearing  and  petitions  for 
leave  to  intervene  shall  be  filed  in  ac¬ 
cordance  with  the  Commission’s  rules  of 
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practice,  10  CFR  Part  2.  If  a  request  for 
a  hearing  or  a  petition  for  leave  to  inter¬ 
vene  is  filed  within  the  time  specified  in 
this  notice,  the  Commission  will  issue  a 
notice  of  hearing  or  appropriate  order. 

For  further  details  with  respect  to  this 
action,  see  (1)  the  application  for 
amendments  dated  June  21,  1971,  (2) 
letters  from  the  Electric  Company,  dated 
July  30,  and  August  10,  1971,  to  the  Di¬ 
rector,  Division  of  Reactor  Licensing, 

(3)  letter  from  American  Electric  Power 
Service  Corp.  dated  July  6,  1971,  and 
letter  from  American  Electric  Power  Co., 
Inc.,  dated  July  30, 1971,  to  the  Director, 
Division  of  Reactor  Licensing,  and  (4) 
the  amendments  to  the  construction 
permits,  all  of  which  are  available  for 
public  inspection  in  the  Commission’s 
Public  Document  Room,  1717  H  Street 
NW.,  Washington,  DC.  Copies  of  item 

(4)  above  may  be  obtained  upon  request 
sent  to  the  U.S.  Atomic  Energy  Com¬ 
mission,  Washington,  D.C.,  Attention: 
Director,  Division  of  Reactor  Licensing. 

Dated  at  Bethesda,  Md.,  this  30th  day 
of  August  1971. 

For  the  Atomic  Energy  Commission. 

Frank  Schroeder,  Jr., 

Deputy  Director, 
Division  of  Reactor  Licensing. 

[FR  Doc.71-13036  Piled  9-3-71;8:48  am] 


PINELLAS  PLANTSITE 
Trespassing  on  Commission  Property 

The  notice  concerning  unauthorized 
entry  into  or  upon  the  Pinellas  Peninsu¬ 
lar  Plantsite  of  the  Atomic  Energy  Com¬ 
mission  dated  October  12,  1965,  appear¬ 
ing  at  page  13288  of  the  Federal  Register 
of  October  19,  1965,  30  F.R.  13288  (F.R. 
Doc.  65-11111)  changing  the  name  of  the 
site,  the  number  of  acres  and  the  descrip¬ 
tion,  is  hereby  revised  to  read  as  follow's: 

Notice  is  hereby  given  that  the  Atomic 
Energy  Commission,  pursuant  to  section 
229  of  the  Atomic  Energy  Act  of  1954, 
as  amended,  as  implemented  by  10  CFR 
Part  160  published  in  the  Federal  Regis¬ 
ter  on  August  16,  1963  (28  F.R.  8400), 
prohibits  the  unauthorized  entry,  as  pro¬ 
vided  in  10  CFR  160.3,  and  the  unauth¬ 
orized  introduction  of  weapons  or  dan¬ 
gerous  materials,  as  provided  in  10  CFR 
160.4,  into  or  upon  the  Pinellas  Plantsite 
of  the  Atomic  Energy  Commission,  said 
site  being  a  tract  of  land  containing  ap¬ 
proximately  103.8  acres  located  near 
Clearwater,  Pinellas  Coimty,  Fla.,  the 
aforesaid  tract  being  more  particularly 
described  as  follows : 

The  south  half  of  (8*4)  of  lots  2,  3,  4,  and 
5,  and  the  south  three  quarters  (8%)  of  lot 
7,  and  all  of  lots  8,  11,  12,  13,  14,  15,  and  16, 
all  In  the  northeast  quarter  (NE*4)  of  8ec- 
tlon  13,  Township  30  south.  Range  15  east; 
and  that  part  of  lot  1  In  the  northwest  quar¬ 
ter  (NWV4 )  of  8ectlon  13,  Township  30  south. 
Range  15  east,  lying  south  of  the  south  line 
of  lot  6  in  the  northeast  quarter  (NEV4)  of 
said  section  extended  westerly  to  the  west 
boundary  of  said  lot  1  in  the  northwest  quar¬ 
ter  (NW)4);  as  recorded  in  plat  book  1,  page 
55,  public  records  of  Hillsborough  County, 
Fla.,  of  which  Pinellas  County  was  formerly 
a  part. 


Notices  stating  the  pertinent  prohibi¬ 
tions  of  10  CFR  160.3  and  160.4  and  pen¬ 
alties  of  10  CFR  160.5  will  be  posted  at 
all  entrances  of  said  tract  and  at  inter¬ 
vals  along  its  perimeter  as  provided  in 
10  CFR  160.6.  . 

Dated  at  Washington,  D.C.,  this  30th 
day  of  August  1971. 

R.  E.  Hollingsworth, 
General  Manager. 

IFR  Doc.71-13037  Filed  9-3-71:8:48  am] 


CIVIL  AERONAUTICS  BOARD 

[Docket  No.  23611  etc.;  Order  71-8-119] 

EASTERN  AIR  LINES,  INC. 

Commodity  Freight  Rates^  Order  Dis¬ 
missing  Complaints  and  Expanding 

Issues 

Adopted  by  the  Civil  Aeronautics  Board 
at  its  office  in  Washington,  D.C.,  on  the 
31st  day  of  August  1971. 

By  tariff  filed  July  29  and  marked  to 
become  effective  September  1,  1971.' 
Eastern  Air  Lines,  Inc.  (Eastern),  pro¬ 
poses  to  establish  general  commodity 
rates  for  “Daylight  Service,’’  ®  from 
Chicago  (O’Hare  Airport)  to  various  des¬ 
tinations  representing  discounts  of  ap¬ 
proximately  20  percent  from  existing 
general  commodity  rates.  In  addition,  the 
rates  will  not  be  applicable  to  interline 
shipments,  container  shipments,  assem¬ 
bly  or  distribution  service,  exception  or 
premium-rated  trafiBc,  or  certain  other 
specific  commodity  items.  The  proposed 
rates  bear  an  expiration  date  of  August 
31,  1972. 

Complaints  requesting  suspension  and 
investigation  *  w'ere  filed  by  Airlift  Inter¬ 
national,  Inc.  (Airlift),  and  The  Flying 
Tiger  Line,  Inc.  (Flying  Tiger) ,  asserting 
that,  inter  alia,  the  proposed  rates  would 
be  dilutionary  and  would  divert  substan¬ 
tial  amoimts  of  traffic  presently  moving 
on  nighttime  freighter  to  daylight  com¬ 
bination  aircraft,  without  encomaging 
any  additional  new  trafBc.  In  addition. 
Airlift  and  Flying  Tiger  assert  that  com¬ 
petitive  filing  will  expand  the  instant 
rates  into  other  domestic  markets,  there¬ 
by  causing  further  erosion  in  existing 
low  air  freight  yields,  would  seriously 
aggravate  existing  freight  rate  structure 
problems,  would  not  generate  appreciable 
new  traffic,  and  are  based  upon  the  by¬ 
product  theory  of  pricing  which  is  in¬ 
appropriate  at  this  time. 


1  Eastern  Air  Lines’  Tariff  CAB  No.  350. 

*  Defined  as  applicable  to  traffic  tendered  to 
the  carrier  at  the  origin  airport  between  the 
hours  of  6  a.m.  and  3  p.m.,  and  upon  which 
the  alrbiU  Is  marked  “Daylight  8ervlce.” 

*Both  complaints  were  filed  July  12,  1971, 
against  an  earlier  filed  tariff  (Eastern  Air 
Lines’  'Tariff  CAB  No.  348)  which  was  re¬ 
jected  for  technical  deficiencies.  In  light  of 
the  fact  that  the  Instant  tariff  (Eastern  Air 
Lines’  Tariff  CAB  No.  350)  contains  the  same 
substantlatlve  matter  as  the  earlier  tariff,  we 
have  treated  the  original  complaints  against 
Tariff  CAB  No.  348  as  against  Tariff  CAB  No. 
350. 


In  support  of  its  proposal,  and  in  an¬ 
swer  to  the  complaints.  Eastern  states 
that  (1)  only  12  percent  of  its  freight 
traffic  is  made  available  at  its  Chicago 
terminal  for  movement  on  daylight 
flights;  (2)  that  its  night  freighters  are 
operating  at  nearly  full  capacity  with  an 
83 -percent-load  factor,  which  only  25 
percent  of  available  belly  capacity  is 
being  used  in  combination  service;  (3) 
that  the  proposed  rates  are  not  dependent 
upon  a  generative  effect;  (4)  that  any  in¬ 
creased  traffic  which  does  result  can  be 
accommodated  with  existing  resources: 
and  (5)  Eastern  affirms  its  belief  in  the 
appropriateness  of  off-peak  pricing  to 
more  fully  use  available  aircraft  and 
labor  capacity. 

Upon  consideration  of  all  relevant  fac¬ 
tors,  the  Board  finds  that  Eastern’s  pro¬ 
posed  rates  may  be  unjust,  unreasonable, 
unjustly  discriminatory,  unduly  pref¬ 
erential,  unduly  prejudicial,  or  otherwise 
unlawful,  and  should  be  investigated.  The 
Board  further  finds  that  the  rates  pro¬ 
posed  herein  and  the  issues  raised  by 
Eastern  fall  within  the  parameters  of  the 
pending  Domestic  Air  Freight  Rate  In¬ 
vestigation  in  Docket  22859  and  should  be 
resolved  in  that  proceeding.  We  will  ex¬ 
pand  the  issues  therein  accordingly. 

With  respect  to  the  question  of  suspen¬ 
sion  of  Eastern’s  filing,  the  concept  of 
off-peak  pricing  is  not  new  to  the  Board,' 
and  has  been  widely  permitted  in  the 
pricing  of  passenger  services.  We  par¬ 
ticularly  note  that  “Night  Coach’’  fares, 
which  are  designed  to  more  fully  utilize 
passenger  capacity  during  off-peak  peri¬ 
ods,  are  offered  by  many  airlines  and  are 
typically  20  percent  below  comparable 
standard  coach  fares,*  and  that  such 
“Night  Coach’’  discount  is  the  same  ap¬ 
proximate  discount  as  proposed  herein 
by  Eastern  for  daylight  freight  service. 
Moreover,  by  Order  71-8-92  dated  Au¬ 
gust  19,  1971,  the  Board  dismissed  com¬ 
plaints  against  a  somewhat  similar  pro¬ 
posal  by  Trans  World  Airlines,  Inc. 
(TWA),  for  “Daylight”  rates  applicable 
to  traffic  moving  in  LD-3  containers,  and 
representing  discounts  of  as  much  as  30 
percent.  That  proposal  required  tender  of 
a  shipper-loaded  LD-3  container  to  the 
carrier  between  4  a.m.  and  4  p.m.,  in  ad¬ 
dition  to  other  restrictions  on  service  by 
the  carrier.  Notwithstanding  that  TWA’s 
daylight  service  (with  respect  to  con¬ 
tainerized  traffic)  was  typically  limited 
to  those  markets  large  enough  to  support 
all-cargo  or  wide-body  aircraft,  the 
Board  believes  that  Eastern  should  be 
permitted  to  test  the  daylight  service 
concept  in  various  sized  markets,  and  to 
test  “discoimt  pricing  aimed  at  selling 
capacity  otherwise  unused,  as  for  ex¬ 
ample  in  off-peak  periods”  (Order  70-1- 
149). 

In  another  matter  involving  discount 
pricing  (Docket  22897),  the  Board 
ordered  an  investigation  of,  but  permitted 
to  become  effective,  certain  space-avail- 
able  rates  (Airconomy)  proposed  by 

«8ee  the  Board’s  Policy  Btatement,  sec. 
399.33  (14  CFR  399.33). 

‘Order  69-9-68. 

•Order  70-11-93. 
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American  Airlines,  Inc.,  and  Braniff  Air¬ 
ways,  Inc.,'  noting  that  sufficient  dif¬ 
ferences  existed  between  the  prc^wsed 
service,  at  a  40-percent  discount,  and 
standard  service  to  warrant  the  tariffs  be¬ 
coming  effective.  Admittedly,  the  amount 
of  difference  is  reduced  in  the  instant 
matter  as  is  the  amount  of  discount  being 
proposed. 

The  Board  concludes  that  Eastern’s 
“Daylight  Service’’  ffling  represents  an 
attempt  to  more  efficiently  utilize  exist¬ 
ing  available  capacity  and  should  be  per¬ 
mitted  to  become  effective  pending  in¬ 
vestigation.  Recognizing  that  the  pro¬ 
posal  is  admittedly  experimental,  the 
Board  will  require  submission  of  com¬ 
prehensive  reports  of  traffic  moving  un¬ 
der  Eastern’s  proposal,  the  details  of 
which  will  be  worked  out  in  consultation 
between  the  carriers  and  Board  staff 
members. 

Accordingly,  pursuant  to  the  Federal 
Aviation  Act  of  1958,  and  particularly 
sections  204(a)  and  1002  thereof. 

It  is  ordered.  That : 

1.  An  investigation  be  instituted  to  de¬ 
termine  whether  the  rates,  charges  and 
provisions  of  Eastern  Air  Lines,  Inc., 
tariff  CAB  No.  350,  including  subsequent 
revisions  and  reissues  thereof,  and  rules, 
regulations  and  practices  affecting  such 
rates,  charges  and  provisions  are  or  will 
be  imjust,  imreasonable,  im justly  dis¬ 
criminatory,  unduly  preferential,  unduly 
prejudicial,  or  otherwise  imlawful,  and 
if  found  to  be  imlawful,  to  determine  and 
prescribe  the  lawful  rates,  charges  and 
provisions,  and  rules,  regulations,  or 
practices  affecting  such  rates,  charges 
and  provisions; 

2.  ’Hie  investigation  in  the  Domestic 
Air  Freight  Rate  Investigation  in  Docket 
22859  is  hereby  expanded  to  include  the 
investigation  ordered  herein; 

3.  ’The  complaints  of  Airlift  Interna¬ 
tional,  Inc.,  in  Docket  23611  and  The 
Flying  Tiger  Line,  Inc.,  in  Docket  23614 
are  dismissed  except  to  the  extent 
granted  herein;  and 

4.  Copies  of  this  order  shall  be  served 
I'pon  Airlift  International,  Inc.,  Eastern 
Air  Lines,  Inc.,  and  The  Flying  Tiger 
Line,  Inc.,  and  all  other  parties  in 
Docket  22859. 

’This  order  will  be  published  in  the 
Federal  Register. 

By  the  Civil  Aeronautics  Board. 

[seal]  Harry  J.  Zink, 

Secretary. 

[PR  Doc.71-13()97  Piled  9-3-71:8:53  am] 


[Docket  No.  23405]  > 

PANINTERNATIONAL 

Foreign  Air  Carrier  Permit  for  Charter 
Foreign  Air  Transportation;  Notice 
of  Hearing 

Notice  is  hereby  given  pursuant  to  the 
Federal  Aviation  Act  of  1958,  as  amended, 
that  a  hearing  in  the  above-entitled  pro¬ 
ceeding  is  now  assigned  to  be  held  on 
September  15,  1971,  at  10  a.m.,  e.d.s.t.,  in 


*  Order  70-12-99. 


Room  503,  Universal  Building,  1825  Con¬ 
necticut  Avenue  NW.,  Washington.  D.C, 
before  the  imdersigned  examiner. 

Dated  at  Washington,  D.C.,  August  31, 
1971, 

[SEAL]  Louis  W.  Sornson, 

Hearing  Examiner. 

[PR  Doc.71-13095  PUed  9-3-71:8:53  am] 


[Order  71-»-116] 

DeWITT  FREIGHT  FORWARDING 
ET  AL. 

Unauthorized  Indirect  Air  Carriers  To 

Perform  Household  Goods  Services; 

Order  Granting  Temporary  Relief 

Adopted  by  the  C^vil  Aeronautics 
Board  at  its  office  in  Washington,  D.C., 
on  the  30th  day  of  August  1971. 

At  the  request  of  the  Department  of 
Defense  (DOD),  the  Board,  by  Orders 
69-10-60,  October  13,  1969,  70-10-45, 
October  8,  1970,  71-2-82,  February  17, 
1971;  71-5-66,  May  13,  1971  and  71-6- 
114,  Jime  22,  1971  granted  temporary 
relief  from  provisions  of  the  Federal  Avi¬ 
ation  Act  of  1958  (the  Act)  to  permit 
29  unauthorized  indirect  air  carriers '  to 
transpKirt  by  air  used  household  goods* 
of  Department  of  Defense  personnel.  The 
relief  will  expire  October  14, 1971. 

By  letter  dated  July  30,  1971,  the  De¬ 
partment  of  the  Army,  acting  on  behalf 
of  DOD,  stated  that,  in  addition  to  the 
29  carriers  already  exempted,  it  now  has 
a  requirement  for  the  services  of  one  ad¬ 
ditional  unauthorized  indirect  air  carrier 
and  requests  that  this  carrier  be  similarly 
relieved  from  the  requirements  of  the  Act, 
such  relief  to  terminate  no  later  than 
October  14, 1971.  ’The  carrier  whose  serv¬ 
ices  are  requested  by  DOD  is  De  Witt 
Freight  Forwarding. 

In  view  of  the  foregoing  circumstances, 
the  Board  finds  that  it  is  in  the  public 


1  American  Ensign  Van  Service,  Inc.,  Asiatic 
Forwarders,  Inc.,  CTI-Contalner  Transport 
International,  Inc.,  Pour  Winds  Forwarding, 
Inc.,  HC&D  Moving  &  Storage,  Imperial 
Household  Shipping  Co.,  Inc.,  International 
Sea  Van,  Inc.,  North  American  Van  Lines, 
Inc.,  Aero  Mayflower  Transit  Co.,  Inc.,  Allied 
Van  Lines,  Inc.,  Astron  Forwarding  Co., 
Davidson  Forwarding  Co.,  Fernstrom  Storage 
and  Van  Co.,  Home-Pack  Transport,  Inc., 
King  Van  Lines,  Inc.,  Richardson  Transfer 
&  Storage  Co.,  Inc.,  Smyth  Worldwide  Movers, 
Inc.,  Air  Van  Lines,  Inc.,  Burnham  Van  Serv¬ 
ice,  Inc.,  Suddath  Van  Lines,  Inc.,  United  Van 
Lines,  Inc.,  Von  der  Ahe  Van  Lines,  Inc.,  Door 
to  Door  International,  Inc.,  Republic  Van  & 
Storage  Co.,  Inc.,  Trans- American  -Van  Serv¬ 
ice,  Inc.,  American  Red  Ball  Transit  Co., 
Oetz  Bros,  and  Co.,  U.S.,  Neptune  Thru- 
Container  Corp.,  and  Karevan,  Inc. 

*The  term  “used  household  goods”  means 
personal  effects  (including  unaccompanied 
baggage)  and  property  used  or  to  be  used  in 
a  dweUlng,  when  a  part  of  the  equipment  or 
the  supply  of  such  dwelling,  but  specifically 
excludes  (1)  furniture,  fixtures,  equipment, 
and  the  property  of  stores,  offices,  museums, 
institutions,  hospitals,  or  other  establish¬ 
ments,  when  a  part  of  the  stock,  equipment, 
or  supply  of  such  stores,  offices,  museums, 
institutions,  hospitals,  or  other  establish¬ 
ments,  and  (2)  objects  of  art  (other  than 
personal  effects) ,  displairs  and  exhibits. 


interest  to  temporarily  relieve  from  the 
provisions  of  the  Act  that  carrier  whose 
services  have  been  requested  by  DOD  to 
transport  by  air  used  household  goods 
of  personnel  of  DOD. 

Accordingly,  it  is  ordered: 

1.  That  pursuant  to  sections  101(3) 
and  204  of  the  Federal  Aviation  Act  of 
1958,  as  amended,  DeWitt  Freight  For¬ 
warding,  6060  North  Figueroa  Street,  Los 
Angeles,  Calif.  90042,  is  hereby  relieved 
from  the  provisions  of  Title  IV  and  sec¬ 
tion  610(a)  (4)  of  the  Act  to  the  extent 
necessary  to  transport  by  air  used  house¬ 
hold  goods  of  personnel  of  DOD  upon 
tender  by  that  Department; 

2.  That  the  relief  granted  herein  shall 
expire  October  14,  1971,  unless  sooner 
terminated  by  the  Board; 

3.  That  this  order  may  be  amended  or 
revoked  at  any  time  in  the  discretion  of 
the  Board,  without  hearing;  and 

4;  That  copies  of  this  order  shall  be 
served  on  the  Military  Traffic  Manage¬ 
ment  and  Terminal  Service,  U.S.  Army, 
and  DeWitt  Freight  Forwarding. 

’This  order  shall  be  published  in  the 
Federal  Register. 

By  the  Civil  Aeronautics  Board. 

[seal]  Harry  J.  Zink, 

Secretary. 

[PR  Doc.71-13096  Filed  9-3-71:8:53  am] 


CIVIL  SERVICE  COMMISSION 

DEPARTMENT  OF  COMMERCE 

Notice  of  Grant  of  Authority  To  Make 
Noncareer  Executive  Assignment 

Under  authority  of  §  9.20  of  C:?ivil  Serv¬ 
ice  Rule  IX  (5  CTFR  9.20),  the  CivU 
Service  Commission  authorizes  the  De¬ 
partment  of  Commerce  to  fill  by  non¬ 
career  executive  assignment  in  the  ex¬ 
cepted  service  the  position  of  Director, 
Office  of  Trade  Adjustment  Assistance, 
Domestic  and  International  Business, 
Bureau  of  Domestic  Commerce. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 
[PR  Doc.71-13028  Piled  9-3-71:8:47  am] 


DEPARTMENT  OF  THE  INTERIOR 

Notice  of  Grant  of  Authority  To  Make 
Noncareer  Executive  Assignment 

Under  authority  of  S  9.20  of  Civil  Serv¬ 
ice  Rule  IX  (5  CFR  9.20),  the  Civil 
Service  Commission  authorizes  the  De¬ 
partment  of  the  Interior  to  fill  by  non- 
career  executive  assignment  in  the  ex¬ 
cepted  service  the  position  of  Deputy 
Assistant  Secretary  for  Pish  and  Wild¬ 
life  and  Parks,  Office  of  the  Secretary. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 
[PR  Doc.71-13029  PUed  9-3-71:8:47  am] 
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DEPARTMENT  OF  THE  INTERIOR 

Notice  of  Grant  of  Authority  To  Make 

Noncareer  Executive  Assignment 

Under  authority  of  §  9.20  of  Civil  Serv¬ 
ice  Rule  rx  (5  CFR  9.20) ,  the  CivU  Serv¬ 
ice  Commission  authorizes  the  Depart¬ 
ment  of  the  Interior  to  fill  by  noncareer 
executive  assignment  in  the  excepted 
service  the  position  of  Deputy  Assistsmt 
Secretary  for  Programs,  Office  of  the 
Secretary. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 

[FB  Doc.71-13030  FUed  9-3-71;8:48  am] 


DEPARTMENT  OF  THE  INTERIOR 

Notice  of  Revocation  of  Authority  To 
Make  Noncareer  Executive  Assign¬ 
ment 

Under  authority  of  §  9.20  of  Civil  Serv¬ 
ice  Rule  IX  (5  CFR  9.20) ,  the  Civil  Serv¬ 
ice  Commission  revokes  the  authority  of 
the  Department  of  the  Interior  to  fill  by 
noncareer  executive  assignment  in  the 
excepted  service  the  position  of  Director. 
Office  of  Oil  and  Gas,  Assistant  Secretaiy 
Mineral  Resources. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 
[FR  Doc.71-13032  FUed  9-3-71:8:48  am] 

DEPARTMENT  OF  THE  NAVY 

Notice  of  Grant  of  Authority  To  Make 
Noncareer  Executive  Assignment 

Under  authority  of  §  9.20  of  Civil  Serv¬ 
ice  Rule  IX  (5  CFR  9.20),  the  Civil  Serv¬ 
ice  Commission  authorizes  the  Depart¬ 
ment  of  the  Navy  to  fill  by  noncareer 
executive  assignment  in  the  excepted 
service  the  position  of  Deputy  Under 
Secretary  of  the  Navy,  Office  of  the 
Secretary. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 
[PR  Doc.71-13031  Filed  9-3-71:8:48  am] 


DEPARTMENT  OF  THE  NAVY 

Notice  of  Revocation  of  Authority  To 
Make  Noncareer  Executive  Assign¬ 
ment 

Under  authority  of  §  9.20  of  Civil 
Service  Rule  IX  (5  CFR  9.20) ,  the  Civil 
Service  Commission  revokes  the  author¬ 
ity  of  the  Department  of  the  Navy  to  fill 
by  noncareer  executive  assignment  in  the 


excepted  service  the  position  of  Special 
Assistant  to  the  Secretary  of  the  Navy. 

United  States  Civil  Serv¬ 
ice  COMBOSSION. 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 

[PR  Doc.71-13033  Piled  9-3-71:8:48  am] 


DEPARTMENT  OF  TRANSPORTATION 

Notice  of  Title  Change  In  Noncareer 
Executive  Assignment 

By  notice  of  September  22,  1970,  F.R. 
Doc.  70-12648  the  Civil  Service  Com¬ 
mission  authorized  the  Department  of 
Transportation  to  make  a  change  in  title 
for  the  position  of  Deputy  Assistant  Sec¬ 
retary  for  International  Affairs,  Office  of 
the  Assistant  Secretary  for  Policy  and 
International  Affairs,  authorized  to  be 
filled  by  noncareer  executive  assignment. 
This  is  notice  that  the  title  of  this  posi¬ 
tion  is  now  being  changed  to  Deputy  As¬ 
sistant  Secretary  for  Policy  and  Inter¬ 
national  Affairs  (Programs),  Office  of 
the  Assistant  Secretary  for  Policy  and 
International  Affairs. 

United  States  Civil  Serv¬ 
ice  Commission, 

[seal]  James  C.  Spry, 

Executive  Assistant  to 
the  Commissioners. 
[FR  Doc.71-13034  Piled  9-3-71:8:48  am] 


FEDERAL  MARITIME  COMMISSION 

PORT  OF  NEW  YORK  AUTHORITY 
AND  CITY  OF  NEW  YORK 
Notice  of  Agreement  Filed 

Notice  is  hereby  given  that  the  follow¬ 
ing  agreement  has  been  filed  with  the 
Commission  for  approval  pursuant  to 
section  15  of  the  Shipping  Act,  1916, 
as  amended  (39  Stat.  733,  75  Stat.  763, 
46  U.S.C.814). 

Interested  parties  may  inspect  and  ob¬ 
tain  a  copy  of  the  agreement  at  the 
Washington  office  of  the  Federal  Mari¬ 
time  Commission,  1405  I  Street  NW„ 
Room  1015;  or  may  inspect  the  agree¬ 
ment  at  the  Field  Offices  located  at  New 
York,  N.Y.,  New  Orleans,  La.,  and  San 
Francisco,  Calif.  Comments  on  such 
agreements,  including  requests  for  hear¬ 
ing,  may  be  submitted  to  the  Secretary, 
Federal  Maritime  Commission,  Wash¬ 
ington,  D.C.  20573,  within  20  days  after 
publication  of  this  notice  in  the  Federal 
Register.  Any  person  desiring  a  hearing 
on  the  proposed  agreement  shall  provide 
a  clear  and  concise  statement  of  the 
matters  upon  which  they  desire  to 
adduce  evidence.  An  allegation  of  dis¬ 
crimination  or  unfaimes.s  shall  be  ac¬ 
companied  by  a  statement  describing  the 
discrimination  or  unfairness  with  partic¬ 
ularity.  If  a  violation  of  the  Act  or  detri¬ 
ment  to  the  commerce  of  the  United 


States  is  alleged,  the  statement  shall  set 
forth  with  particularity  the  acts  and  cir¬ 
cumstances  said  to  constitute  such  viola¬ 
tion  or  detriment  to  commerce. 

A  copy  of  any  such  statement  should 
also  be  forwarded  to  the  party  filing  the 
agreement  (as  indicated  hereinafter) 
and  the  statement  should  indicate  that 
this  has  been  done. 

Notice  of  agreement  filed  by: 

Mr.  Patrick  J.  Falvey,  Assistant  General 

Counsel.  The  Port  of  New  York  Authority, 

111  Eighth  Avenue.  New  York,  NY  10011. 

Agreement  No.  T-2551,  between  The 
Port  of  New  York  Authority  (Port)  and 
the  city  of  New  York  ((Ifity) ,  provides  for 
the  20-year  lease  to  the  Port  of  Piers  40, 
84,  86,  and  97,  North  River,  and  a  certain 
parcel  of  land  and  water  area  on  the 
North  River  between  the  foot  of  West 
47th  and  the  foot  of  West  53d  Streets, 
Manhattan,  for  the  construction  and  op¬ 
eration  of  a  passenger  vessel  Marine  Ter¬ 
minal  and  for  the  use  of  interim  premises 
during  the  construction  period.  As  com¬ 
pensation  for  the  Marine  Terminal  lease, 
the  City  is  to  receive  rental  based  on  the 
formula  contained  in  the  agreement.  The 
Port  will  pay  a  fixed  annual  sum  as  basic 
rental  for  the  interim  premises.  The  Port 
has  the  right  to  fix  and  publish  tariff 
charges  after  agreement  has  been  ob¬ 
tained  from  the  City  and  the  New  York 
Passenger  Terminal  Users  Association. 
The  lease  contains  provisions  limiting  the 
parties  with  respect  to  agreements  for  the 
use  of  property  for  passenger  vessel 
operations. 

Dated:  August  31, 1971. 

By  order  of  the  Federal  Maritime 
Commission. 

Joseph  C.  Polking, 
Assistant  to  the  Secretary. 

[FR  Doc.71-13094  Filed  9-3-71:8:63  am] 

FEDERAL  POWER  COMMISSION 

[Docket  No.  RI72-63  etc.] 

MOBIL  OIL  CORP.  ET  AL. 

Order  Providing  for  Hearing  on  and 

Suspension  of  Proposed  Changes  in 

Rates,  and  Allowing  Rate  Changes 

To  Become  Effective  Subject  to 

Refund  ^ 

August  27, 1971. 

Respondents  have  filed  proposed 
changes  in  rates  and  charges  for  ju¬ 
risdictional  sales  of  natural  gas,  as  set 
forth  in  Appendix  A  hereof. 

The  proposed  changed  rates  and 
charges  may  be  unjust,  imreasonable, 
unduly  discriminatory,  or  preferential, 
or  otherwise  unlawful. 

The  Commission  finds:  It  Is  in  the 


'Does  not  consolidate  for  hearing  or  dis¬ 
pose  of  the  several  matters  herein. 
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public  interest  and  consistent  with  the 
Natural  Gas  Act  that  the  Conunission 
enter  upon  hearings  regarding  the  law¬ 
fulness  of  the  proposed  changes,  and 
that  the  supplements  herein  be  sus¬ 
pended  and  their  use  «be  deferred  as 
ordered  below. 

The  Commission  orders : 

(A)  Under  the  Natural  Gas  Act,  par¬ 
ticularly  sections  4  and  15,  the  regula¬ 
tions  pertaining  thereto  (18  CFR  Ch. 
I),  and  the  Commission’s  rules  of  prac¬ 
tice  and  procedure,  public  hearings  shall 


NOTICES 

be  held  concerning  the  lawfulness  of  the 
proposed  changes. 

(B)  Pending  hearings  and  decisions 
thereon,  the  rate  supplements  herein  are 
suspended  and  their  use  deferred  until 
date  shown  in  the  “Date  Suspended  Un¬ 
til’’  column.  Each  of  these  supplements 
shall  become  effective  subject  to  refund, 
as  of  the  expiration  of  ^e  suspension 
period  without  any  further  action,  by 
the  respondent  or  by  the  Commission. 
Each  respondent  shall  comply  with  the 
refunding  procedure  required  by  the 

APPENDIX  A 


Natural  Gas  Act  and  §  154.102  of  the 
regulations  thereimder. 

(C)  Unless  otherwise  ordered  by  the 
Commission,  neither  the  suspended  sup¬ 
plements,  nor  the  rate  schedules  sought 
to  be  altered,  shall  be  changed  until 
disposition  of  these  proceedings  or  ex¬ 
piration  of  the  suspension  period, 
whichever  is  earlier. 

By  the  Commission. 

[SEAL]  Kenneth  F.  Plumb, 

Secretary. 


Docket 

Respondent 

Rate 

sched¬ 

Sup¬ 

ple¬ 

Amount 

Purchaser  and  producing  area  of 

Date 

filing 

Effective 

date 

Date 

suspended 

Cents  per  Mcf* 

Rate  in 
effect  sub- 
-  ject  to 

No. 

ule 

No. 

ment 

No. 

annual 

increase 

tendered 

unless 

suspended 

until— 

Rate  in  Proposed 
effect  Increased 

rate 

refund  in 
dockets 
Nos. 

RI72^a...  MobU  OU  Corp .  471 

R 172-64...  Warren  Petroleum  Corp .  82 

RI72-68...  Perry  R.  Bass .  19 

R 172-66...  Belco  Petroleum  Corp -  3 

R172-87...  Artec  OU  &  Gas  Co .  1 

. 4o .  28 

. do .  29 

_ do... . 30 

. do .  36 

B 172-68...  Pubco  Petroleum  Corp .  6 

_ do .  2 

. do .  1 

. do .  3 

.....do .  7 

RI72-69...  Morgan  Brothers . 1 

RI72-60...  Tenneco  Oil  Co . 92 

92 

R 172-61...  Miles  Kimball  Co .  6 

8 

R 172-62...  Phillips  Petroleum  Co .  427 


1  Northern  Natural  Gas  Co.  $131, 400 

(Gomez  (Ellenburger  Field), 

Pecoe  County,  Tex.)  (Permian 
Basin). 

4  Northern  Natural  Gas  Co.  (Yates  881 

Gasoline  Plant,  Pecos  County, 

Tex.)  (Permian  Basin). 

6  Northern  Natural  Gas  Co.  (Bass  13,648 

Devonian  Field,  Pecos  County, 

Tex.)  (Permian  Basin). 

21  El  Paso  Natural  Gas  Co.  (Ea.st  22, 014 
La  Barge  Field,  Sublette  and 
Lincoln  Counties,  Wyo.).  (•) 

191, 069 

8  El  Paso  Natural  Gas  Co.  (Mesa  167, 296 

Verde  Formation;  Rio  Arriba 
and  San  Juan  Counties,  N. 

Mex.)  (San  Juan  Basin  Area). 

7  El  Paso  Natural  Gas  Co.  (Mesa  11,  .334 

Verde  Formation;  San  Juan 
County,  N.  Mex.)  (San  Juan 
Basin  Area). 

9  . do .  28,333 

4  . do .  4,260 

10 . do .  27,88(1 

6  El  Paso  Natural  Gas  Co.  (Ignacio  114, 007 
Blanco  Field,  La  Plata 
County,  Colo.). 

6  El  Paso  Natural  Gas  Co.  (Blanco  4, 835 
Mesa  V^erde  Field,  San  Juan 
County,  N.  Mex.,  San  Juan 
Ba.sin). 

•  32 . do .  673,623 

6 . do .  12,864 

10  El  Paso  Natural  Gas  Co.  (Blanco  65, 162 

Mesa  Verde  Field,  Rio  Arriba 
County,  N.  Mex.)  (San  Juan 
Basin). 

9  Arkansas  Louisiana  Gas  Co.  17, 550 

(Longwood  Field,  Caddo 
Parish,  Northern  Louisiana). 

14  United  Gas  P/L  Co.  (Cotton  . 

Valley  Field,  Webster  Pari^, 

Northern  Louisiana). 

15  . do .  1,704 

3  Arkansas  Louisiana  Gas  Co.  3, 600 

(Hodge  Field,  Jackson  Parish, 

Northern  Louisiana). 

5  . do .  7, 548 

2  Valley  Gas  Transmission,  Inc.  4, 380 

(Chatham  Field,  Jackson 
Parish,  Northern  Louisiana). 


7-30-71 


7-29-71 


8-  2-71 


8-  2-71 


8-  2-71 


8-  2-71 
8-  2-71 
8-  2-71 
8-  2-71 


8-  2-71 


8-  2-71 
8-  2-71 
8-  2-71 


7-28-71 


8-  2-71  8-  2-71 


8-  3-71 
7-30-71 


7- 30-71 

8-  9-71 


•  9-30-71  » M  22. 0  > »» 28. 0 


9-30-71 

«•  18. 0210 

9-29-71 

*•18.8893 

2-  2-72 

4  18.9309 

•16.0 

•21.2986 

2-  2-72 

•16.2886 

2-  2-72 

•  16. 0636 

2-  2-72 

•16.0636 

2-  2-72 

•  16.0618 

2-  2-72 

•16.2886 

2-  2-72 

16.0 

2-  2-72 

•  16. 2626 

2-  2-72 

•  16. 2526 

2-  2-72 

•  16.  2826 

2-  2-71 

•  16.  2610 

10-  2-71 

44  16. 78 

>•  Accepted 


8-  4-71 

14  14. 07636 

9-30-71 

0  16. 0 

9-30-71 

0  13. 9033 

11-  2-71 

16.0 

»•  16. 0228 

RI69  321. 

»« 17. 4828 

RI70-864. 

4  4  20.8452 

RI71-228. 

•4  20.0743 

RI62-37. 

•4  23.3036 

RI71-226. 

•  «•  29. 23 

RI69-379. 

•  W  29.  23 

R169-378. 

•  >•  29. 23 

•  w  29. 23 

•  W  29.  23 

28.11 

R 169-378. 
R 169-379. 
R171-1066. 
R170-217. 

■1  29.6000 

R170-217. 

■■29.6000 

■■29.6000 

■■29.6971 

R 170-217. 
R170-217. 
R 170-217. 

■4  44  18. 76 

■4  18. 78 
■4  16.0 

■4 16. 0 
16.0 

*  Unlees  otherwise  stated,  the  pressure  base  is  15.026  p.s.i.a. 

I  Initial  rate  under  temporary  certificate  (Mitchell  type). 

>  Subject  to  upward  ana  downward  B.t.u.  adjustment. 

*  Or  date  of  initial  delivery,  whichever  is  later. 

4  Uas  delivered  at  a  pressure  below  260  p.s.i.g. 

*  Gas  delivered  above  260  p.8.1.g.  but  below  transmission  line  pressure. 

*  Gas  delivered  at  a  pressure  sufficient  to  enter  transmission  line  (860  p.s.l.g.). 

*  Includes  adjustment  based  on  increase  In  Bureau  of  Labor  Statistics  Index  of 
Wholesale  Prices  of  all  commodities. 

4  No  deliveries  of  gus  at  present  time. 

4  Includes  1  cent  per  Mcf  minimum  guarantee  for  liquids. 

■4 1’roposed  rate  includes  all  tax  reimbursements. 


»  Composed  of  28.11  cents  base  rate  plus  applicable  tax  reimbinrsement  plus  1  cent 
per  Mcf  minimum  guarantee  for  liquids. 

>4  Not  applicable  to  acreage  added  by  Supplement  Noe.  27  through  29. 

•*  Includes  1  J6-cent  tax  reimbursement. 

*4  Unilateral  rate  increase.  Basic  contract  expires  on  ^pt.  26, 1971. 

14  Not  usGl. 

>4  Includes  1-cent  tax  reimbursement. 

>4  Includes  1.3333-cent  tax  reimbursement. 

>4  Applicable  to  gas  produced  from  above  the  base  of  the  Gray  Sand. 

*4  Accepted  for  (ulng  to  be  effective  as  of  Aug.  2, 1971,  the  date  of  filing,  with  waiver 
of  notice  granted. 

44  The  pressure  base  is  14.66  p.s.i.a. 
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The  proposed  Increases  for  sales  to  El 
Paso  in  San  Juan  Basin  are  based  on  favored- 
nation  clauses  which  were  allegedly  acti¬ 
vated  by  Aztec  Oil  &  Gas  Oo.’s  vuiilateral 
rate  Increase  to  29.23  cents  which  became 
effective  subject  to  refund  in  Docket  No. 
RI71-744  on  August  1,  1971.  The  purchaser, 
El  Paso  Natural  Gas  Co.,  has  protested  these 
favored  nation  increases  on  the  basis  that 
they  are  not  contractually  authorized.  In 
view  of  the  contractual  problem  presented, 
the  hearings  herein  shall  concern  themselves 
with  the  contractual  basis  for  these  favored- 
nation  filings,  as  well  as  the  Justness  and 
reasonableness  of  the  proposed  Increased 
rates. 

The  proposed  Increases  filed  by  Belco 
Petroleum  Oorp.,  Aztec  Oil  &  Gas  Co.,  and 
Pubco  Petroleum  Corp.  for  sales  in  areas 
outside  Southern  Louisiana  exceed  the  cor¬ 
responding  rate  filing  limitations  Imposed 
in  southern  Louisiana  and  therefore  are 
suspended  for  5  months. 

Morgan  Brothers  has  proposed  a  uni¬ 
lateral  Increase  from  15.75  cents  to  18.75 
cents.  This  Increase  pertains  to  a  sale  out¬ 
side  southern  Louisiana  and  does  not  ex¬ 
ceed  the  oorresponding  rate  filing  limitations 
Imposed  in  southern  Louisiana.  It  is  there¬ 
fore  suspended  for  61  days  from  the  date  of 
filing  pursuant  to  Order  No.  423. 

The  purchaser.  United  Gas  Pipe  Line  Co., 
has  tracked  the  rate  Increase  Involved  here 
of  Tenneco  Oil  Co.,  in  its  rate  increase  filing 
of  November  13,  1970,  which  was  suspended 
in  Docket  No.  RP71-41.  In  these  clrcum- 
ETtances,  good  cause  exists  for  waiving  the  60- 
day  notice  period.  The  proposed  increase  is 
therefore  suspended  for  1  day  from  the  date 
of  filing. 

This  order  is  subject  to  our  Statement  of 
Policy  Implementing  the  Economic  Stabili¬ 
zation  Act  of  1970  (Public  Law  91-379,  84 
Stat.  799,  as  amended  by  Public  Law  92-15, 
85  Stat.  38)  and  Executive  Order  No.  11615, 
Including  such  amendments  as  the  Commis¬ 
sion  may  require. 

All  of  the  producers’  proposed  Increased 
rates  and  charges  exceed  the  applicable  area 
price  levels  for  increased  rates  as  set  forth  in 
the  Commission’s  statement  of  general  policy 
No.  61-1,  as  amended  (18  CFR  2.56). 

(FR  Doc.71-12966  PUed  9-3-71:8:45  am) 


FEDERAL  RESERVE  SYSTEM 

CROCKER  NATIONAL  CORP. 

Proposed  Acquisition  of  Ralph  C. 
Sutro  Co. 

Crocker  National  Corp.,  San  Francisco, 
Calif.,  a  bank  holding  company,  has  ap¬ 
plied,  pursuant  to  section  4(c)  (8)  of  the 
Bank  Holding  Company  Act  (12  U.S.C. 
1843(c)(8))  and  §  222.4(b)  (2)  of  the 
Board’s  Regulation  Y,  for  permission  to 
acquire  voting  shares  of  Ralph  C.  Sutro 
Co.,  Los  Angeles,  Calif.  Notice  of  the  ap¬ 
plication  was  published  in  newspapers 
and  circulated  in: 

Los  Angeles,  Calif.;  Los  Angeles  Times; 
Aug.  22,  1971. 

San  Francisco,  Calif.;  San  Francisco  Exam¬ 
iner;  Aug.  20,  1971. 

San  Diego,  Calif.;  San  Diego  Union;  Aug.  23, 
1971. 

Palo  Alto,  Calif.;  Hie  Wall  Street  Journal; 
Aug.  23,  1971. 

New  York,  N.Y.;  The  Wall  Street  Journal; 
Aug.  25,  1971. 

Chicago,  m.;  The  Wall  Street  Journal; 
Aug.  25,  1971. 

DaUas,  Tex.;  The  Wall  Street  Journal; 
Aug.  23.  1971. 


'The  proposed  activities  of  the  proposed 
subsidiary  are  mortgage  lending,  servic¬ 
ing  loans  and  other  extensions  of  credit, 
acting  as  investment  or  financial  adviser, 
and  sale  of  credit-related  insurance  to 
customers  of  the  applicant  (and  to  others 
to  the  extent  permitted  by  §  222.4(a)  (9) 
(ii)  (c) ) .  Such  activities  have  been  spec¬ 
ified  by  the  Board  in  §  222.4(a)  of  Reg¬ 
ulation  Y  as  permissible  for  bank  hold¬ 
ing  companies,  subject  to  Board  approval 
of  individual  proposals  in  accordance 
with  the  procedures  of  §  222.4(b). 

The  application  may  be  inspected  in 
Room  1020  of  the  Board’s  building  or  at 
•the  Federal  Reserve  Bank  of  San 
Francisco. 

Interested  persons  may  express  their 
views  on  the  question  whether  consum¬ 
mation  of  the  proposal  can  “reasonably 
be  expected  to  produce  benefits  to  the 
public,  such  as  greater  convenience,  in- 
crased  competition,  or  gains  in  efflciency, 
that  outweigh  possible  adverse  effects, 
such  as  imdue  concentration  of  resources, 
decreased  or  unfair  competition,  conflicts 
of  interests,  or  unsound  banking  prac¬ 
tices’’.  Any  request  for  a  hearing  on  this 
question  should  be  accompanied  by  a 
statement  summarizing  the  evidence  the 
person  requesting  the  hearing  proposes 
to  submit  or  to  elicit  at  the  hearing  and 
a  statement  of  the  reasons  why  this  mat¬ 
ter  should  not  be  resolved  without  a 
hearing. 

Any  views  or  requests  for  hearing 
should  be  submitted  in  writing  and  re¬ 
ceived  by  the  Secretary,  Board  of  Gov¬ 
ernors  of  the  Federal  Reserve  System, 
Washington,  D.C.  20551,  not  later  than 
September  30,  1971. 

Board  of  Governors  of  the  F^eral  Re¬ 
serve  System,  August  30,  1971. 

[seal]  Tynan  Smith, 

Secretary. 

(FR  Doc.71-13039  Filed  9-3-71:8:48  am] 

GENERAL  SERVICES 
ADMINISTRATION 

[Federal  Property  Management  Regs.;  Tem¬ 
porary  Reg.  E-171 

PUNCHED  CARD  ACCOUNTING 
MACHINES 

Issuance  of  Requirements  Type 
Contracts 

1.  Purpose.  This  regulation  annoimces 
the  issuance  of  requirements  type  con¬ 
tracts  (as  defined  under  "requirements 
contracts’’  in  FPR  1-3.409  (b))  for 
punched  card  accounting  machines 
(PCAM)  during  fiscal  year  1972,  provides 
EUiidance  for  the  use  of  such  contracts, 
and  establishes  a  one-time  report  relat¬ 
ing  thereto. 

2.  Effective  date.  This  regulation  is  ef¬ 
fective  upon  publication  in  the  Federal 
Register.  (9-4-71). 

3.  Expiration  date.  This  regulation  ex¬ 
pires  Jime  30,  1972,  unless  sooner  super¬ 
seded  or  canceled. 

4.  Background,  a.  GSA  has  executed 
requirements-type  contracts  with  a  num¬ 


ber  of  leasing  firms  for  the  lease  of  cer¬ 
tain  types  and  models  and  associated 
features  of  PCAM  manufactured  by  the 
International  Business  Machines  Corp. 
(IBM).  The  types  and  models  pertain¬ 
ing  thereto  are  set  forth  in  attachment 
A.  The  terms,  conditions,  and  prices  in 
the  requirements  type  contracts  are  more 
advantageous  to  the  Government  than 
those  in  the  current  Federal  Supply 
Schedule  contract  with  IBM  for  the  same 
tires  and  models  of  PCAM. 

b.  FPMR  101-32.4  sets  forth  policies 
and  procedures  for  the  procurement  of 
and  contracting  for  ADPE  and  related 
items. 

5.  Mandatory  use.  The  provisions  of 
GSA  requirements  type  contracts  shall 
be  complied  with  unless  specifically  ex¬ 
empted  by  GSA  or  by  the  exceptions 
listed  in  paragraph  8,  below.  'The  con¬ 
tracts  (which  contain  provisions  for  their 
use)  are  the  first  source  of  supply  for 
those  types  and  models  and  features 
listed  for  installed  leased  PCAM  or  for 
new  leases  of  PCAM.  Ordering  offices 
shall  review  the  detailed  procedures  in 
the  contracts  for  placing  purchase  orders 
and  for  the  ranking  of  contractors  be¬ 
fore  selecting  a  contractor  br  placing  a 
purchase/delivery  order.  Ordering  offices 
shall  contact  each  contractor  offering  the 
machine(s)  needed  by  telephone  on  a 
machine-by-machine  basis,  starting  with 
the  contractor  offering  the  machine (s) 
at  the  lowest  price  and  progressing  to 
the  next  higher  price  until  the  contrac¬ 
tor  who  can  supply  the  machine(s)  is 
located.  The  purchase/delivery  order 
shall  be  Issued  to  that  source. 

6.  Installed  PCAM.  Following  the  guid¬ 
ance  in  ijaragraph  5,  above,  such  neces¬ 
sary  action  shall  be  taken  to  replace 
presently  installed  PCAM  with  identical 
types  and  models  available  under  the 
GSA  requirements  type  contracts.  This 
replacement  action  shall  be  initiated  as 
soon  as  possible.  Lease  of  IBM  PCAM  of 
the  types  and  models  and  features  cov¬ 
ered  by  the  requirements  type  contracts 
from  soiHces  other  than  those  holding 
requirements  tjT>e  contracts  is  not  au¬ 
thorized  after  October  31,  1971,  unless 
the  equipment  is  excepted  by  one  of  the 
categories  in  paragraph  8,  below.  In  ad¬ 
dition,  installed  PCAM  shall  be  reviewed 
periodically  in  accordance  with  subpara¬ 
graph  6a,  OMB  Circular  A-54,  as  revised, 
to  determine  if  any  of  the  machines  can 
be  replaced  from  a  source  offering  such 
machines  at  a  cost  more  advantageous  to 
the  Government.  If  so,  such  machines 
shall  be  replaced  by  appropriate  action. 

7.  New  leases  for  PCAM.  New  leases 
for  PCAM  shall  be  filled  from  the  GSA 
requirements  type  contracts  for  PCAM 
imless  excepted  in  paragraph  8,  below. 

8.  Exceptions  to  the  use  of  the  reguire- 
ments  type  contracts.  The  mandatory 
use  of  requirements  type  contracts  for 
PCAM  is  not  applicable  for  PCAM  equip¬ 
ment  that: 

a.  Is  installed  at  a  using  activity  where 
security  requirements  preclude  use  of  the 
equipment  available  under  the  require¬ 
ments  type  contracts; 

b.  Is  subject  to  immediate  deployment 
to  geographical  areas  not  covered  by  such 
contracts; 
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c.  Must  be  internally  modified  to  in¬ 
terface  with  equipment  not  covered  by 
such  contracts; 

d.  Will  be  installed  outside  the  geo¬ 
graphical  areas  covered  by  such 
contracts; 

e.  Is  of  a  particular  type  and  model 
and/or  has  features  require  which  are 

I  not  covered  by  such  contract,  or  the 

quantities  offered  under  such  contracts 
are  exhausted; 

f .  Is  priced  higher  in  the  requirements 
type  contract  than  from  other  contracts 
approved  by  GSA;  and/or 
g.  Is  operating  under  an  individual 
delegation  of  ADPE  procurement  author¬ 
ity  from  GSA  other  than  the  general 
delegation  set  out  in  subparagraph  11b, 
below. 

9.  Certification  on  purchase /delivery 
orders.  A  purchase/delivery  order  for 
PCAM  covered  by  a  GSA  requirements 
tsrpe  contract  which  is  placed  with  a 
source  other  than  a  GSA  requirements 
type  contractor  shall  contain  one  of  the 
following  certifications  signed  by  a  des¬ 
ignated  agency  ofiBcial: 

I  certify  that  the  punched  card  account¬ 
ing  machines  listed  herein  fall  within  the 
scope  of  exceptions  published  In  FPMR  Tem¬ 
porary  RegvUatlon  E-17,  dated  August  31. 
1971. 

(Signature) 

or, 

I  certify  that  a  delegation  of  ADPE  pro¬ 
curement  authority  has  been  obtained  from 
GSA  which  authorizes  the  placement  of  this 
order  against  the  (source  of  supply) . 

(Signature) 

(Copies  of  purchase/delivery  orders 
shall  be  furnished  GSA  in  accordance 
with  FPMR  101-32.403  (b) .) 

110.  Reporting  of  leased  PCAM  to  GSA. 

A  one-time  agencywide  consolidated  re¬ 
port  listing  PCAM  leased  from  a  source 
other  than  the  GSA  requirements  type 
j  contractors  but  which  is  also  available 

from  such  contractors  shall  be  reported 
as  of  October  31.  1971,  and  submitted  by 
December  31,  1971,  to  the  General  Serv¬ 
ices  Administration  (FTP),  Washington, 
D.C.  20406.  Negative  reports  shall  be 
submitted.  The  format  and  instructions 
for  completion  of  the  report  are  in  at¬ 
tachment  B. 

11.  Delegation  of  authority,  a.  Delega- 
I  tions  of  authority  issued  by  GSA  under 

I  GSA  Bulletin  FPMR  E-84  are  no  longer 

in  effect. 

b.  Until  October  31,  1971,  this  regula¬ 
tion  is  a  general  delegation  of  authority 
to  Federal  agencies  to  continue  to  lease 
such  installed  PCAM  from  sources  other 
than  GSA  requirements  type  contract 
sources  referred  to  in  paragraph  6,  above. 

12.  Availability  of  requirements  type 
contracts.  Copies  of  the  GSA  PCAM  re¬ 
quirements  type  contracts  are  distributed 
to  those  agencies  on  the  FSC  Group  74. 
Part  VI,  distribution  list.  Additional 
copies  of  the  contracts  are  available  from 


GSA  regional  offices  or  General  Services 
Administration  (FTPG) ,  Washington, 
D.C.  20406.  Copies  of  the  contractor’s 
price  lists  are  available  from  individual 
contractors  at  the  address  shown  in  the 
contract. 

13.  Agency  comments.  Comments  con¬ 
cerning  the  effect  or  impact  of  this  regu¬ 
lation  <m  agency  operations  or  programs 
should  be  submitted  to  General  Services 
Administration  (FTP) ,  Washington,  D.C. 
20406,  no  later  than  December  31.  1971, 
for  consideration  and  possible  incorpora¬ 
tion  into  a  permanent  regulation. 

14.  Effect  on  other  issuances.  This  reg¬ 
ulation  supersedes  and  cancels  GSA 
Bulletin  FPMR  E-84,  August  21,  1970. 

Dated;  August  31. 1971. 

Robert  L.  Kunzig, 
Administrator  of  General  Services. 

Attachment  A 


PCAM 

MACHINE  TTPE  AND 

MODEL  NUMBER 

10-1 

29-All 

56-1 

11-1 

29-A12 

56-2 

24-1 

29-A21 

59-1 

24-2 

29-A22 

59-2 

24-5 

29-Bll 

63-1 

24-6 

29-B12 

66-1 

26-1 

29-B21 

68-1 

26-2 

29-B22 

77-1 

26-5 

29-C22 

77-50 

26-6 

31-1 

82-1 

26-7 

46-1 

82-50 

26-8 

46-2 

83-1 

26-21 

47-1 

84-1 

28-1 

47-2 

85-1 

Attachment  A 

PCAM  machine  TTPE  AND  MODEL  NUMBER 


85-50 

403-D2 

521-25 

87-1 

403-D7 

523-1 

87-2 

403-F3 

523-2 

86-1 

403-S50 

526-1 

88-2 

403-S52 

534-1 

86-3 

407-Al 

534-3 

89-1 

407-A2 

536-1 

89-2 

407-A3 

536-2 

101-1 

407-E4 

541-1 

101-2 

407-E8 

548-1 

108-1 

407-P5 

552-1 

188-A16 

407-P6 

557-1 

188-A22 

407-P7 

557-2 

188-A28 

407-XAl 

557-3 

257-4 

407-XA2 

557-80 

357-5 

407-XA3 

602-1 

357-6 

407-XE4 

602-2 

358-1 

407-XP6 

602-50 

361-1 

408-A3 

602-51 

372-2 

419-Al 

604-1 

372-3 

419-A7 

604-2 

373-1 

419-C2 

604-25 

402-Al 

419-C6 

826-2 

402-A2 

419-C14 

826-6 

402- A3 

514-1 

834-1 

402f-A7 

514-2 

834-2 

402-Bl 

514-3 

836-1 

402-B7 

514-4 

836-2 

402-D9 

514-5 

836-3 

402-Kl 

514-50 

866-1 

402-M6 

514-51 

866-2 

402-R50 

519-1 

866-5 

402-R52 

519-2 

866-6 

402-S50 

519-3 

867-1 

402-S53 

519-4 

954-1 

402-X50 

519-5 

954-2 

403-Al 

521-1 

962-5 

403-A5 

521-2 

1001-1 

Attachment  B 

REPORT  OF  PCAM  LEASED  UNDER  OTHER  THAN  GSA  PCAM  REQUIREMENTS  TYPE  CONTRACTS 


(Agency) 


As  of  October  31, 1971. 


JIL 


J2i. 


JIL 


(4) 


JiL 


ja. 


Type  b 
Model 


Quantity 


Annual  Rental  of 
Equip,  in  CoL3 


Annual  Rental  ol 
Replace.  Equip. 


Difference  between 
Col.  4  and  Col.  5 


All  PCAM  equipment  leased  from  other  than  GSA  requirements  tyi>e  contracts  but  which 
Is  available  from  such  contracts  shall  be  reported  except  that  equipment  covered  by  the 
exception  set  forth  In  paragraph  8,  FPMR  Temporary  Regulation  E-17,  or  by  a  specific  dele¬ 
gation  of  ADPE  procurement  authority  Issued  by  GSA. 

Column  1 — Installation  or  location  of  equipment. 

Column  2 — ^Type  and  model  of  equipment. 

Column  3 — Quantities  of  the  types  and  models  set  forth  In  Column  2. 

Column  4 — ^Annual  rental  cost  of  the  quantity  i4>pearlng  In  Column  3. 

Column  6 — Annual  rental  cost  for  Identical  equipment.  If  procured  from  the  lowest  price 
requirements  type  contract. 

Column  6 — ^Difference  In  rental  costs  (Column  4  minus  Column  5) . 

Enter  totals  for  Columns  3, 4, 6,  and  6. 

Report  Is  to  be  authenticated  by  an  appropriate  official. 

Original  and  one  copy  of  the  report  are  required. 


t— - 

- ' 

- - 1 

(Totals 

1 

1 

1 

(Authenticating  Official) 
[nt  Doc.71-13086  PUed  0-3-71;8;52  am] 


FEDERAL  REGISTER,  VOL.  36,  NO.  173 — SATURDAY,  SEPTEMBER  4,  1971 


INTERAGENCY  TEXTILE 
ADMINISTRATIVE  COMMITTEE 

CERTAIN  COTTON  TEXTILES  AND  COT- 
TON  TEXTILE  PRODUCTS  PRO¬ 
DUCED  OR  MANUFACTURED  IN 
THE  REPUBLIC  OF  CHINA 

Entry  or  Withdrawal  from 
Warehouse  for  Consumption 

August  31,  1971. 

On  October  12,  1967,  the  Government 
of  the  United  States,  in  furtherance  of 
the  objectives  of,  and  under 'the  terms 
of,  the  Long-Term  Arrangement  Regard¬ 
ing  International  Trade  in  Cotton  Tex¬ 
tiles  done  at  Geneva  on  February  9, 1962, 
concluded  a  comprehensive  bilateral 
cotton  textile  agreement  with  the  Gov¬ 
ernment  of  the  Republic  of  China  con¬ 
cerning  exports  of  cotton  textiles  and 
cotton  textile  products  from  the  Repub¬ 
lic  of  China  to  the  United  States  over 
a  4-year  period  beginning  January  1, 
1967.  The  agreement  was  initially  ex¬ 
tended  through  Jime  30,  1971;  further 
extended  through  August  31,  1971;  and 
most  recently  extended  through  Decem¬ 
ber  31,  1971.  Among  the  provisons  of  the 
agreement  as  extended  are  those  apply¬ 
ing  specific  export  limitations  to  Cate¬ 
gories  5,  6,  9,  15,  18/19,  22/23,  24/25,  26, 
28,  30,  32,  34,  35,  41/42,  44,  45,  46,  47,  50, 
51,  52,  53,  54,  57,  59,  60,  62,  63,  and  64. 

Accordingly,  there  is  published  below 
a  letter  of  August  31,  1971,  from  the 
Chairman  of  the  President’s  Cabinet 
Textile  Advisory  Committee  to  the  Com¬ 
missioner  of  Customs,  directing  that  the 
amounts  of  cotton  textiles  and  cotton 
textile  products  in  the  above  Categories, 
produced  or  manufactmed  in  the  Repub¬ 
lic  of  China,  which  may  be  entered  or 
withdrawn  from  warehouse  for  consump¬ 
tion  for  the  12-month  period  beginning 
January  1,  1971,  and  extending  through 
December  31,  1971,  be  limited  to  the 
designated  levels.  This  letter  and  the  ac¬ 
tions  pursuant  thereto  are  not  designed 
to  implement  all  of  the  provisions  of  the 
bilateral  agreement,  as  amended  and  ex¬ 
tended,  but  are  designed  to  assist  only 
in  the  implementation  of  certain  of  its 
provisions. 

Stanley  Nehmer, 
Chairman.  Interagency  Textile 
Administrative  Committee, 
and  Deputy  Assistant  Secre¬ 
tary  for  Resources. 

Secretast  of  Commerce 
president’s  cabinet  textile  advisory 

COMMITTEE 

Commissioner  of  Customs, 

Department  of  the  Treasury, 

Washington,  D.C.  20226. 

August  31,  1971. 

Dear  Mr.  Commissioner:  This  directive 
funends  but  does  not  cancel  the  directive 
Issued  to  you  on  June  29,  1971  from  the 
Chairman  of  the  President’s  Cabinet  TextUe 
Advisory  Committee,  establishing  levels  of 
restraint  for  the  entry  into  the  United  States 


NOTICES 

for  consumption  and  withdrawal  from  ware¬ 
house  for  consumption  of  cotton  textUes  and 
cotton  textile  products  in  certain  categories, 
produced  or  manufactured  in  the  Republic  of 
China,  beginning  January  1,  1971,  and  ex¬ 
tending  through  August  31,  1971. 

The  first  paragraph  of  the  directive  of  June 
29,  1971,  is  amended,  effective  as  soon  as  pos¬ 
sible,  to  read  as  follows: 

Under  the  terms  of  the  Long-Term  Ar¬ 
rangement  Regarding  International  Trade  in 
Cotton  Textiles  done  at  Geneva  on  February 
9,  1962,  pursuant  to  the  bilateral  cotton 
textile  agreement  of  October  12,  1967,  as 
amended  and  extended,  between  the  Govern¬ 
ments  of  the  United  States  and  the  Republic 
of  China,  and  in  accordance  with  the  pro¬ 
cedures  outlined  in  Executive  Order  11052  of 
September  28,  1962,  as  amended  by  Executive 
Order  11214  of  April  7,  1965,  you  are  directed 
to  prohibit,  effective  January  1,  1971,  and 
for  the  12 -month  period  extending  through 
December  31,  1971,  entry  into  the  United 
States  for  consumption  and  withdrawal  from 
warehouse  for  consumption  of  cotton  textiles 
and  cotton  textile  products  in  Categories  5,  6, 
9,  15,  18/19,  22/23,  24/25,  26,  28,  30,  32,  34, 
35,  41/42,  44,  45,  46,  47,  50,  51,  52,  53,  54,  57, 
59,  60,  62,  63,  and  64  produced  or  manufac¬ 
tured  in  the  Republic  of  China  in  excess  of 
the  following  levels  of  restraint: 


12-Month  level 

Category  of  restraint 

5  _  1,285,140  square  yards. 

6  _ 814,108  square  yards. 

9 _ 24,219,716  square  yards. 

15 _  712,345  square  yards. 

18/19 _  1,335,647  square  yards. 

22/23 _  2,649,082  square  yards. 

24/25 _  2,584,471  square  yards. 

26 _  4,359,550  square  yards  (of 

which  not  more  than 
2,584,471  square  yards  may 
be  in  duck  >). 

28 _  1,210,986  pieces. 

30 _  2,137,035  pieces. 

32 _  318,535  dozen. 

34  _  144,407  pieces. 

35  _  96,125  pieces. 

41/42  . .  110,698  dozen. 

44  _ 21.371  dozen. 

45  _  12  823  dozen. 

46  _  320,556  dozen. 

47  _ 35,617  dozen. 

60 _ 173,813  dozen. 

51  _  279,240  dozen. 

52  _  178,087  dozen. 

63  _  14,246  dozen. 

64  _  29,920  dozen. 

67 _  142,470  dozen. 

69 _ 35,617  dozen. 

60 _  26,926  dozen. 

62  _  33,470  pounds. 

63  _  178.087  pounds. 

64  _  168,508  pounds. 


^The  T.S.U.S.A.  Nos.  for  duck  are: 

320..  -01  through  04. 06.  08 

321.. .01  through  04, 06,  08 

322.. .01  through  04, 06,  08 

326.. . 01  through  04,  06,  08 

327.. .01  through  04,  06,  08 

328.-.01  through  04,  06, 08 

The  actions  taken  with  respect  to  the  Gov¬ 
ernment  of  the  Republic  of  China  and  with 
respect  to  imparts  of  cotton  textiles  and  cot¬ 
ton  textile  products  from  the  Republic  of 
China  have  been  determined  by  the  Presi¬ 
dent’s  Cabinet  Textile  Advisory  Committee 
to  involve  foreign  affairs  functions  of  the 
United  States.  Therefore,  the  directions  to 
the  Commissioner  of  Customs,  being  neces¬ 
sary  to  the  implementation  of  such  actions, 
fall  within  the  foreign  affairs  exception  to 
the  notice  provisions  of  6  U.S.C.  663  (8upp. 
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V,  1965-69).  This  letter  will  be  published  In 
the  Federal  Register. 

Sincerely, 

Maurice  H.  Stans, 
Secretary  of  Commerce,  Chairman, 
President’s  Cabinet,  Textile  Ad¬ 
visory  Committee. 

(FR  Doc.71-13091  Filed  9-3-71:8:53  am] 


CERTAIN  COTTON  TEXTILES  AND  COT¬ 
TON  TEXTILE  PRODUCTS  PRO¬ 
DUCED  OR  MANUFACTURED  IN 

THE  REPUBLIC  OF  KOREA 

Entry  or  Withdrawal  from 
Warehouse  for  Consumption 

August  31,  1971. 

On  December  11,  1967,  the  Govern¬ 
ment  of  the  United  States  and  the  Gov¬ 
ernment  of  the  Republic  of  Korea  con¬ 
cluded  a  comprehensive  bilateral  cot¬ 
ton  textile  agreement  concerning  the 
export  cotton  textiles  and  cotton  textile 
products  from  the  Republic  of  Korea  to 
the  United  States.  Under  this  agreement 
the  Republic  of  Korea  has  undertaken  to 
limit  its  exports  to  the  United  States  of 
certain  cotton  textiles  and  cotton  textile 
products  to  specified  annual  amounts. 
The  agreement  was  initially  extended 
through  June  30,  1971;  further  extended 
through  August  31,  1971;  and  currently 
extended  through  December  31,  1971. 
Among  the  provisions  of  the  agreement, 
as  extended,  are  those  applying  specific 
export  limitations  to  Categories  7,  9, 
lfl/19,  22,  26,  part  of  31  (wiping  cloth 
only),  34,  38,  39,  45,  46,  47,  48,  49,  50,  51. 
52,  53,  54,  55,  60,  63,  and  parts  of  64 
(tablecloths,  napkins  and  zipper  tapes 
only)  for  the  period  beginning  January 
1,  1971  and  extending  through  December 
31. 1971. 

Accordingly,  there  is  published  below 
a  letter  of  August  31,  1971,  from  the 
Chairman  of  the  President's  Cabinet 
Textile  Advisory  Committee  to  the  Com¬ 
missioner  of  Customs,  directing  that  the 
amounts  of  cotton  textiles  and  cotton 
textile  products  in  the  above  Categories 
produced  or  manufactured  in  the  Re¬ 
public  of  Korea  which  may  be  entered  or 
withdrawn  from  warehouse  for  consump¬ 
tion  in  the  United  States  for  the  12- 
month  period  beginning  January  1,  1971, 
be  limited  to  the  designated  levels.  The 
letter  published  below  and  the  actions 
pursuant  thereto  are  not  designed  to  im¬ 
plement  all  of  the  provisions  of  the  bi¬ 
lateral  agreement,  as  extended,  but  are 
designed  to  assist  only  in  the  implemen¬ 
tation  of  certain  of  its  provisions. 

Stanley  Nehmer, 
Chairman.  Interagency  Textile 
Administrative  Committee., 
and  Deputy  Assistant  Secre¬ 
tary  for  Resources. 

Secretary  of  Commerce 

PRESIDENT’S  CABINET  TEXTILE  ADVISORY 
COMMITTEE 

COMISSIONER  OF  CUSTOMS, 

Department  of  the  Treasury. 

Washington,  D.C.  20226. 

August  31,  1971. 

Dear  Mr.  Commissioner:  This  directive 
amends  but  does  not  cancel  the  directive 
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Issued  to  you  on  July  12,  1971,  from  the 
Chairman  of  the  President’s  Cabinet  Dextile 
Advisory  Committee  establishing  levels  of 
restraint  for  the  entry  into  the  United  States 
for  consumption  and  withdrawal  from  ware¬ 
house  for  consumption  of  cotton  textiles  and 
cotton  textile  products  in  certain  categories, 
produced  or  manufactured  In  the  Republic 
of  Korea,  beginning  January  1,  1971,  and  ex¬ 
tending  through  August  31,  1971. 

The  second  paragraph  of  the  directive  of 
July  12,  1971,  is  amended,  effective  as  soon 
as  possible,  to  read  as  follows: 

Under  the  terms  of  the  Long-Term  Ar¬ 
rangement  Regarding  International  Trade  in 
Cotton  Textiles  done  at  Geneva  on  February 
9,  1962,  pursuant  to  the  bilateral  cotton 
textile  agreemtnt  of  December  11.  1967,  as 
amended  and  extended,  between  the  United 
States  and  the  Republic  of  Korea,  and  in 
accordance  with  the  procedures  outlined  in 
Executive  Order  11052  of  September  28,  1962, 
as  amended  by  Executive  Order  11214  of 
April  7.  1965,  you  are  directed  to  prohibit, 
effective  January  1,  1971,  and  for  the  12- 
month  period  extending  through  Decem¬ 
ber  31,  1971,  entry  into  the  United  States  for 
consumption  and  withdrawal  from  warehouse 
for  consumption  of  cotton  textiles  and  cotton 
textile  products  in  Categories  7,  9,  18/19,  22, 
26,  part  of  31  (T.S.U.S.A.  No.  366.2740  only). 
34,  38,  39.  45,  46,  47.  48,  49,  50,  51,  52,  53,  54, 
55,  60,  63,  and  parts  of  64  (TJ3.U.S.A.  Nos.: 
366.4500,  366.4600,  366.4700,  and  347.334 
only),  produced  or  manufactured  in  the  Re¬ 
public  of  Korea,  in  excess  of  the  following 
levels  of  restraint. 


12-month 
level  of 

Category  restraint 

7 _ square  yards..  607. 754 

9 _ _ _ _ do _  3,  038,  766 

18/19  _ do _  2,  309, 462 

22 _ _ ...do _  972,406 

26  (duck  only)» _ do _  13,370,569 

26  (other  than  duck) _ do _  1, 154, 731 

31  (only  T.8.U.S.A. 

No.  366.2740) _ pieces..  1,155,947 

34 _ do _  108, 180 

38  _ pounds..  157,288 

39  _ dozen  pairs 132, 984 

45  _ dozen _  36, 466 

46  _ do _  29. 172 

47  . . do _  28,  940 

48  - do _  11,676 

49  . do _  30,  388 

60  _ do _  51.  052 

61  . . .’ - do _  69.  284 

62  - - do _  36, 466 

63  - do _  11,676 

64  - do _  64,  698 

65  _ _ do _  11,676 

60 - do _  31,604 

63 - pounds _  101, 964 


64  (only  TR.U.S.A. 

Nos.:  366.4500,  366.4600, 


and  366.4700) _ do _  655,487 


‘Only  T.S.U.8.A.NOS.: 

320.. .01  through  04, 06.  08 

321.. _01  through  04, 06.  08 
322 — 01  through  04, 06. 08 

326..  .01  through  04,  06,  08 
327 — 01  through  04,  06,  08 

328..  .01  through  04,  06,  08 


The  actions  taken  with  respect  to  the  Gov¬ 
ernment  of  the  Republic  of  Korea  and  with 
respect  to  imports  of  cotton  textiles  and  cot¬ 
ton  textile  products  from  the  Republic  of 
Korea  have  been  determined  by  the  Presi¬ 
dent’s  Cabinet  Textile  Advisory  Committee  to 
involve  foreign  affairs  functions  of  the  United 
States.  Therefore,  the  directions  to  the  Com¬ 
missioner  of  Customs,  being  necessary  to  the 
implementation  of  such  actions,  fall  within 


the  foreign  affairs  exception  to  the  notice 
provisions  of  6  U.8.C.  653  (Supp.  V,  1965-69). 
’This  letter  will  be  published  in  the  Fedkeal 
Registxx. 

Sincerely. 

Maubick  H.  Stans, 

Secretary  of  Commerce.  Chairman. 
President’s  Cabinet,  Textile  Ad¬ 
visory  Committee. 

|FR  Doc.71-13092  Filed  9-3-71:8:53  am] 

INTERIM  COMPUANCE  PANEL 
(COAL  MINE  HEALTH  AND 
SAFETY) 

ISLAND  CREEK  COAL  CO. 

Applications  for  Renewal  Permits; 

Notice  of  Opportunity  for  Public 

Hearing 

Applications  for  Renewal  Permits  for 
Noncompliance  with  the  Electric  Face 
Equipment  Standard  specified  In  the  Fed¬ 
eral  Coal  lifine  Health  and  Safety  Act  of 
1969  have  been  received  as  follows: 

ICP  IXxket  No.  3048  000,  Island  Creek  Coal 
Co.,  North  Branch  Mine  No.  32,  USBM  ID  NO. 
46  01309  0,  Bayard,  Grant  County,  W.  Va.,  ICP 
Permit  No.  3048  014  (Galls  Roof  Bolter,  Ser. 
No.  1110-67),  ICP  Permit  No.  3048  016  (Jef¬ 
frey  Bam  Car,  Ser.  No.  34028),  ICP  Permit 
No.  3048  016  (Jeffrey  Ram  Car,  Ser.  No. 
34029). 

In  accordance  with  the  provisions  of 
section  305(a)  (7)  of  the  Federal  Coal 
Mine  Health  and  Safety  Act  of  1969  (  83 
Stat.  742,  et  seq..  Public  Law  91-173), 
notice  is  hereby  given  that  requests  for 
public  hearing  as  to  an  application  for 
renewal  may  be  filed  within  15  days  after 
publication  of  this  notice.  Requests  for 
public  heating  must  be  completed  in  ac¬ 
cordance  with  30  CFR  Part  505  (35  P.R. 
11296,  July  15, 1970) ,  copies  of  which  may 
be  obtained  from  the  Panel  on  request. 

Copies  of  renewal  applications  are 
available  for  inspection  and  requests  for 
public  hearing  may  be  filed  in  the  office 
of  the  Correspondence  Control  Officer, 
Interim  Compliance  Panel,  Eighth  Floor. 
1730  K  Street  NW.,  Washington,  DC 
20006, 

George  A.  Hornbeck, 
Chairman, 

Interim  Compliance  Panel. 

August  30, 1971. 

[FR  Doc.71-13073  Filed  9-3-71; 8:52 am] 


PEERLESS  EAGLE  COAL  CO. 

Application  for  Renewal  Permit; 
Notice  of  Opportunity  for  Public 
Hearing 

.^plication  for  Renewal  Permit  for 
Noncompliance  with  the  Electric  Face 
Equipment  Standard  3?ecified  in  the  Fed¬ 
eral  Coal  Mine  Health  and  Safety  Act  of 
1969  has  been  received  as  follows: 

ICP  Docket  No.  3062  000,  Peerless  Ea^e 
Goal. Co..  Mine  No.  2A,  USBM  ID  NO.  46 


01616  0,  Sxunmersvllle,  Nicholas  County,  W. 
Va.,  ICP  Permit  No.  3062  006  (Joy  Loader, 
Ser.  No.  8871). 

In  accordance  with  the  provisions  of 
section  305(a)  (7)  of  the  Federal  Coal 
Mine  Health  and  Safety  Act  of  1969  (83 
Stat.  742,  et  seq..  Public  Law  91-173), 
notice  is  hereby  ^ven  that  requests  for 
public  hearing  as  to  an  application  for 
renewal  may  be  filed  within  15  days  after 
publication  of  this  notice.  Requests  for 
public  hearing  must  be  completed  in 
accordance  with  30  CFR  Part  505  (35 
P.R.  11296,  July  15, 1970) ,  copies  of  which 
may  be  obtained  from  the  Panel  on 
request. 

Copies  of  renewal  applications  are 
available  for  inspection  and  requests  for 
public  hearing  may  be  filed  in  the  office 
of  the  Correspondence  Control  Officer, 
Interim  Compliance  Panel,  Eighth  Floor, 
1730  K  Street  NW..  Washingtcm,  DC 
20006. 

George  A.  Hornbeck, 
Chairman, 

Interim  Compliance  Panel. 

August  30, 1971. 

(FR  Doc.71-13074  Filed  9-3-71;  8:62  am) 

SECURITIES  AND  EXCHANGE 
CDMMISSIDN 

[70-5070] 

ARKANSAS-MISSOURI  POWER  CO. 

Notice  of  Proposed  Issue  and  Sale 
of  Bank  Notes 

August  27,  1971. 

Notice  is  hereby  given  that  Arkansas- 
Missouri  Power  Co.  (Arkansas),  405 
West  Park  Street,  Blytheville,  AR  72315, 
a  recently  acquired  subsidiary  company 
of  Middle  South  Utilities,  Inc.  (Middle 
South),  a  registered  holding  company, 
has  filed  a  declaration  and  an  amend¬ 
ment  thereto  with  this  Commission  pur¬ 
suant  to  the  Public  Utility  Holding  CXim- 
pany  Act  of  1935  (Act) ,  designating  sec¬ 
tions  6(a)  and  7  of  the  Act  as  applicable 
to  the  proposed  transactions.  All  in 
terested  persons  are  referred  to  the  dec¬ 
laration,  which  is  summarized  below,  for 
a  complete  statement  of  the  proposed 
transactions. 

Arkansas  proposes  to  issue  and  sell 
from  time  to  time  through  December  31, 
1971,  imsecured  short-term  promissory 
notes  of  a  maturity  of  not  more  than  9 
months  to  the  Union  Planters  National 
Bank  of  Memphis  (Union) .  Arkansas  and 
its  wholly  owned  subsidiary  company.  As¬ 
sociated  Natural  Gas  Co.,  presently  have 
outstanding  an  aggregate  of  $4,860,000 
of  short-term  notes,  all  issued  and  sold 
to  Union.  It  is  now  proposed  to  increase 
the  borrowings  from  Union  by  an  addi¬ 
tional  $3,390,000  so  that  the  aggregate 
principcd  amount  of  all  unsecured  short¬ 
term  promissory  notes  outstanding  at 
any  one  time  will  not  exceed  $8,250,000. 
The  net  proceeds  to  be  received  by 
Arkansas  from  the  issuance  and  sale  of 
the  $3,390,000  of  notes,  together  with 
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other  funds  available  frc»n  time  to  time 
to  Arkansas  from  its  operations,  will  be 
applied  to  its  1971  construction  program, 
estimated  at  $6,700,000. 

The  notes  will  bear  interest  at  the 
prime  rate  (currently  6  percent  per  an¬ 
num)  in  effect  at  Union  from  time  to 
time  and  will  be  prepayable  in  whole  or 
in  part  at  any  time  without  pranium 
or  penalty.  No  commission  or  fee  will  be 
payable  by  Arkansas  in  connection  with 
the  issuance  and  sale  of  the  promissory 
notes.  It  is  stated  that  Arkansas  has 
maintained  balances  with  Union  averag¬ 
ing  $1,100,000  over  the  past  12  months, 
equal  to  approximately  13^3  percent  of 
the  maximum  borrowings  proposed,  and 
that  if  the  balances  were  maintained 
solely  to  satisfy  compensating  balance 
requirements,  the  effective  interest  cost 
on  such  loans,  assuming  a  6  percent  prime 
rate,  would  be  6.9  percent. 

It  is  represented  that  Middle  South 
shortly  intends  to  file  a  section  11(e) 
plan  to  eliminate  an  existing  common 
stock  minority  interest  in  Arkansas. 
Upon  the  elimination  of  such  minority 
interest.  Middle  South  intends  to  reor¬ 
ganize  the  capital  structure  of  Arkansas 
hy  eliminating  the  existing  preferred 
stock,  aU  of  which  is  held  by  Middle 
South,  and  by  increasing  the  common 
stock  equity. 

It  is  further  stated  that  no  State  com¬ 
mission  and  no  Federal  commission, 
other  than  this  Commission,  has  Juris¬ 
diction  over  the  proposed  transactions 
and  that  the  fees  and  expenses  to  be 
incurred  In  connection  therewith  are  es¬ 
timated  not  to  exceed  $2,000. 

Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than 
12:00  am.  on  September  14,  1971,  request 
in  writing  that  a  hearing  be  held  in 
respect  of  such  matter,  stating  the  nature 
of  his  interest,  the  reasons  for  such  re¬ 
quest,  and  the  issues  of  fact  or  law  raised 
by  said  declaration  which  he  desires  to 
controvert:  or  he  may  request  that  he 
be  notified  should  the  Commission  order 
a  hearing  thereon.  Any  such  request 
should  be  addressed:  Secretary,  Securi¬ 
ties  and  Exchange  Commission,  Wash¬ 
ington,  D.C.  20549.  A  copy  of  such 
request  should  be  served  personally  or 
by  mail  (air  mail  if  the  person  being 
served  is  located  more  th^  500  miles 
from  the  point  of  mailing)  upon  the 
declarant  at  the  above-stated  address, 
and  proof  of  service  (by  affidavit  or,  in 
case  of  an  attorney  at  law,  by  certifi¬ 
cate),  should  be  filed  with  the  request. 
At  any  time  after  said  date,  the  declara¬ 
tion.  as  amended  or  as  it  may  be  further 
amended,  may  be  permitted  to  become 
effective  in  the  manner  provided  in  Rule 
23  of  the  general  rules  and  regulations 
promulgated  under  the  Act.  or  the  Com¬ 
mission  may  grant  exemption  from  such 
rules  as  provided  in  Rules  20(a)  and  100 
thereof,  or  take  such  other  action  as  it 
may  deem  appropriate.  Persons  who  re¬ 
quest  a  hearing  or  advice  as  to  whether 
a  hearing  Is  ordered  will  receive  notice 
of  further  developments  in  this  matter, 
including  the  date  of  the  hearing  (if 


ordered)  and  any  postponements 
thereof. 

For  the  Commission,  by  the  Division 
of  Corporate  Regulation,  pursuant  to 
delegated  authority. 

[seal]  Theodore  L.  Humes, 

Associate  Secretary. 

|FR  Doc.71-13057  Plied  9-3-71:8:50  am] 

170-5072] 

COLUMBIA  GAS  SYSTEM,  INC. 

Notice  of  Proposed  Issue  and  Sale  of 
Debentures  at  Competitive  Bidding 

August  30, 1971. 

Notice  is  hereby  given  that  the  Colum¬ 
bia  Gas  System,  Inc.  (Columbia),  20 
Montchanin  Road,  Wilmington,  DE 
19807,  a  registered  holding  company,  has 
filed  a  declaration  with  this  Commission 
pursuant  to  the  Public  Utility  Holding 
Company  Act  of  1935  (“Act”),  designat¬ 
ing  sections  6  and  7  of  the  Act  and  Rule 
50  promulgated  thereunder  as  applicable 
to  the  proposed  transaction.  All  inter¬ 
ested  persons  are  referred  to  the  declara¬ 
tion,  which  is  summarized  below,  for  a 
complete  statement  of  the  proposed 
transaction. 

Columbia  proposes  to  issue  and  sell, 
subject  to  the  competitive  bidding  re¬ 
quirements  of  Rule  50  under  the  Act, 

$60  million  principal  amount  of _ 

percent  debentures,  series  due  September 
1996.  The  interest  rate  of  the  debentures 
(which  will  be  a  multiple  of  of  1  per¬ 
cent)  and  the  price,  exclusive  of  accrued 
interest,  to  be  paid  to  Columbia  (which 
will  be  not  less  than  98  Vz  percent  nor 
more  than  101  Vi  percent  of  the  principal 
amount  thereof),  will  be  determined  by 
the  competitive  bidding.  The  debentures 
will  be  issued  under  an  indenture  between 
Columbia  and  Morgan  Guaranty  Trust 
Co.  of  New  York,  Trustee,  dated  as  of 
Jime  1,  1961,  as  heretofore  supplemented 
by  various  indentures  and  as  to  be  fur¬ 
ther  supplemented  by  a  17th  Supple¬ 
mental  Indentiu-e  to  be  dated  as  of  Sep¬ 
tember  1,  1971.  Columbia  will  not  have 
the  right  to  redeem  any  of  the  debentures 
prior  to  September  1, 1976,  directly  or  in¬ 
directly,  with  borrowed  funds,  or  in  an¬ 
ticipation  of  fimds  to  be  borrowed,  hav¬ 
ing  an  effective  annual  interest  cost  to 
Columbia  of  less  than  the  effective  an¬ 
nual  interest  cost  of  the  debentures  to 
Columbia. 

The  net  proceeds  from  the  sale  of  the 
debentures  will  be  added  to  the  general 
funds  of  Columbia  and,  together  with 
funds  then  available  and  funds  to  be 
generated  from  operations,  will  be  used 
by  Columbia  to  finance,  among  other 
things,  part  of  the  cost  of  its  subsidiary 
companies’  1971  construction  program, 
estimated  at  $235  million. 

It  is  stated  that  no  State  or  Federal 
commission,  other  than  this  Commission, 
has  jurisdiction  over  the  proposed  trans¬ 
action.  A  statement  of  the  fees,  com¬ 
missions,  and  expenses  related  to  the 
proposed  transaction  is  to  be  filed  by 
amendment. 


Notice  is  further  given  that  any  in¬ 
terested  person  may,  not  later  than  Sep¬ 
tember  14,  1971,  request  in  writing  that 
a  hearing  be  held  on  such  matter,  stating 
the  nature  of  his  interest,  the  reasons 
for  such  request,  and  the  issues  of  fact 
or  law  raised  by  said  declaration  which 
he  desires  to  controvert;  or  he  may 
request  that  he  be  notified  if  the  Com¬ 
mission  should  order  a  hearing  thereon. 
Any  such  request  should  be  addressed: 
Secretary,  Securities  and  Exchange 
Commission.  Washington,  D.C.  20549.  A 
c(H>y  of  such  request  should  be  served 
personally  or  by  mail  (air  mail  if  the 
person  being  served  is  located  more  than 
500  miles  from  the  point  of  mailing) 
upon  the  declarant  at  the  above-stated 
address,  and  proof  of  service  (by  af¬ 
fidavit  or,  in  case  of  an  attorney  at  law, 
by  certificate)  should  be  filed  with  the 
request.  At  any  time  after  said  date,  the 
declaration,  as  filed  or  as  it  may  be 
amended,  may  be  permitted  to  becenne 
effective  as  provided  in  Rule  23  of  the 
general  rules  and  regulations  promul¬ 
gated  under  the  Act,  or  the  Commission 
may  grant  exemption  frcrni  its  rules  as 
provided  in  Rules  20(a)  and  100  thereof 
or  take  such  other  action  as  it  may 
deem  appropriate.  Persons  who  request  a 
hearing  or  advice  as  to  whether  a  hear¬ 
ing  is  ordered  will  receive  notice  of 
further  developments  in  this  matter,  in¬ 
cluding  the  date  of  the  hearing  (if  or¬ 
dered)  and  any  postponements  thereof. 

For  the  Commission,  by  the  Division 
of  Corporate  Regulations,  pursuant  to 
delegated  authority. 

[seal]  THEODORE  L.  HUHES, 

Associate  Secretary. 

[FR  Doc.7i-13058  Filed  9-3-71;8:50  am] 


[812-3003] 

THOMSON  &  MCKINNON 
AUCHINCLOSS,  INC. 

Notice  of  Filing  of  Application  for 
Exemption  From  Transactions 
August  30, 1971. 

Notice  is  hereby  given  that  Thomson  & 
McKinnon  Auchincloss,  Inc.,  Two  Broad¬ 
way,  New  York,  New  York  10004  (Appli¬ 
cant)  a  registered  broker-dealer  corpo¬ 
ration  with  Its  principal  office  at  Two 
Broadway,  New  York  NY  10004,  and  a 
prospective  representative  of  a  group 
of  underwriters  to  be  formed  in  con¬ 
nection  with  a  proposed  public  offer¬ 
ing  of  shares  of  C.  I.  Convertible 
Fund,  Inc.  (Fund),  a  registered  closed- 
end  investment  company,  has  filed  an 
application  pursuant  to  section  6(c) 
of  the  Investment  Company  Act  of 
1940  (Act)  for  an  order  exempting 
Applicant  and  its  co-underwriters  from 
section  30(f)  of  the  Act  to  the  extent 
that  section  adopts  section  16(b)  of  the 
Securities  Exchange  Act  of  1934  (Ex¬ 
change  Act)  with  respect  to  their  trans¬ 
actions  incidental  to  the  distribution  of 
Fund  shares.  All  Interested  persons  are 
referred  to  the  application  on  file  with 
the  Commission  for  a  statement  of  the 
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representations  contained  therein,  which 
are  summarized  below. 

Shares  of  the  Fund  are  to  be  purchased 
by  the  underwriters  pursuant  to  an  Un¬ 
derwriting  Agreement  to  be  entered  into 
between  the  underwriters  represented  by 
Applicant,  the  Fimd  and  C.  I.  Manage¬ 
ment  Co.,  Fund’s  investment  adviser.  It 
is  also  contemplated  that  one  or  more 
dealers  will  offer  and  sell  certain  of  the 
shares  and  will  enter  into  Selected  Dealer 
Agreements  in  connection  therewith.  It  is 
intended  that  the  several  underwriters 
will  make  a  public  offering  of  all  the 
Fund  shares  which  such  imderwriters 
are  to  purchase  imder  the  Underwriting 
Agreement  at  the  price  therein  specified, 
as  soon  on  or  after  the  effective  date  of 
the  Fund’s  Registration  Statement  on 
Form  S-4  (Form  S-4)  as  the  Applicant 
deems  advisable,  and  such  shares  are 
initially  to  be  offered  to  the  public  in  ac¬ 
cordance  with  the  formula  for  the  deter¬ 
mination  of  the  per  share  public  offering 
price  and  underwriting  commissions  to  be 
specified  in  the  Underwriting  Agreement, 
and  the  formulae  for  determination  of 
dealer  concessions  to  be  specified  in  the 
Selected  Dealer  Agreements,  at  the  time 
the  S-4  becomes  effective  under  the  Se¬ 
curities  Act  of  1933.  Although  1,320,000 
shares  have  been  included  in  the  Regis¬ 
tration  Statement,  the  actual  number  of 
shares  which  may  be  the  subject  of  the 
proposed  public  offering  may  be  in¬ 
creased  or  decreased  by  the  Applicant 
and  the  Fund  shortly  before  the  pro¬ 
posed  public  offering,  and  depending 
upon  the  exercise  of  an  overallotment 
option  granted  to  the  underwriters. 

It  is  possible  that  the  underwriting 
commitments  of  one  or  more  of  the  un¬ 
derwriters,  including  Applicant,  will  ex¬ 
ceed  10  percent  of  the  aggregate  number 
of  shares  of  the  Fund’s  Common  Stock 
outstanding  upon  the  completion  of  the 
initial  public  offering,  thereby  becoming 
persons  subject  to  section  16(b)  of  the 
Exchange  Act.  Section  30(f)  of  the  Act 
subjects  every  person  who  is  directly  or 
indirectly  the  beneficial  owner  of  more 
than  10  percent  of  any  class  of  outstand¬ 
ing  securities  of  the  Fund  to  the  same 
duties  and  liabilities  as  those  imposed 
by  section  16  of  the  Exchange  Act  with 
respect  to  transactions  in  the  securities 
of  the  F\md. 

Rule  16b-2  imder  the  Exchange  Act 
exempts  certain  transactions  in  connec¬ 
tion  with  a  distribution  of  securities  from 
the  operation  of  section  16(b)  thereof. 
Applicant  states  that  the  purpose  of  the 
purchase  of  the  shares  by  the  under¬ 
writers  will  be  for  resale  in  connection 
with  the  initial  distribution  of  the  shares. 
The  purchases  and  sales  will  therefore 
be  transactions  effected  in  connection 
with  a  distribution  of  a  substantial  block 
of  securities  within  the  pmpose  and 
spirit  of  Rule  16b-2. 

It  is  possible  that  one  or  more  of  the 
underwriters,  through  their  participation* 
in  the  distribution  of  the  Fund’s  shares, 
may  not  be  exempted  from  section  16(b) 
by  the  (^ration  of  Rule  16b-2;  they 
may  fail  to  meet  the  requirement  stated 
in  Rule  16b-2(a)  (3)  that  the  aggregate 
participation  of  persons  not  within  the 
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purview  of  section  16(b)  of  the  Exchange 
Act  be  at  least  equal  to  the  participation 
of  persons  receiving  the  exemption  under 
Rule  16b-2  since  it  is  possible  that  one 
or  more  of  the  underwriters  who,  pur¬ 
suant  to  the  Underwriting  Agreement, 
will  purchase  more  than  10  percent  of 
the  shares  of  the  Fund  may  be  (Obligated 
to  purchase  more  than  50  percent  of  the 
shares  of  the  Fimd  being  offered. 

In  addition  to  purchases  from  the 
Fimd  and  sales  to  customers,  there  may 
be  the  usual  transactions  of  purchase  or 
sale  incident  to  a  distribution  such  as 
stabilizing  purchases,  purchases  to  cover 
over-allotments  or  other  short  positions 
created  in  connection  with  such  distribu¬ 
tion,  and  sales  of  shares  purchased  in 
stabilization. 

Applicant  states  there  is  no  inside  in¬ 
formation  in  existence  since  the  P’lmd, 
prior  to  the  initial  distribution  of  its 
shares,  will  have  no  assets  (other  than 
cash)  or  business  of  any  sort,  and  all 
material  information  will  be  set  forth  in 
the  prospectus.  ’Therefore,  the  under¬ 
writers  will  not  be  privy  to  "inside 
information.’’ 

Applicant  submits  that  the  requested 
exemption  from  the  provisions  of  section 
30(f)  of  the  Act  is  necessary  and  appro¬ 
priate  in  the  public  interest  and  consist¬ 
ent  with  the  protection  of  investors  and 
the  purposes  fairly  intended  by  the  policy 
and  provisions  of  the  Act.  Applicant  fur¬ 
ther  contends  that  the  transactions 
sought  to  be  exempted  cannot  be  used  for 
the  malpractices  which  section  16(b)  of 
the  Exchange  Act  is  intended  to  prevent. 

Section  6(c)  authorizes  the  Commis¬ 
sion  to  exempt  any  person,  security  or 
transaction,  or  any  class  or  classes  of 
persons,  securities,  or  transactions,  from 
the  provisions  of  the  Act  and  Rules  pro¬ 
mulgated  thereunder  if  and  to  the  extent 
that  such  exemption  is  necessary  or  ap¬ 
propriate  in  the  public  interest  and  con¬ 
sistent  with  the  protection  of  investors 
and  the  purposes  fairly  intended  by  the 
policy  and  provisions  of  the  Act. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  Septem¬ 
ber  23,  1971,  at  5:30  p.m.,  submit  to  the 
Commission  in  writing  a  request  for  a 
hearing  on  the  matter  accompanied  by  a 
statement  as  to  the  nature  of  his  in¬ 
terest,  the  reason  for  such  request  and 
the  issues  of  fact  or  law  proposed  to  be 
controverted,  or  he  may  request  that  he 
be  notified  if  the  Commission  shall  order 
a  hearing  thereon.  Any  such  communi¬ 
cation  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
Washington,  D.C.  20549.  A  copy  of  such 
request  shall  be  served  personally  or  by 
mail  (airmail  if  the  person  being  served 
Is  located  more  than  500  miles  from  the 
point  of  mailing)  upon  applicant  at  the 
address  stated  above.  Proof  of  such  serv¬ 
ice  (by  affidavit  or  in  case  of  an  attorney 
at  law  by  certificate)  shaR  be  filed  con¬ 
temporaneously  with  the  request.  At  any 
time  after  said  date,  as  provided  by  Rule 
0-5  of  the  rules  and  regulations  promul¬ 
gated  under  the  Act,  an  order  disposing 
of  the  application  herein  may  be  issued 
by  the  Commission  upon  the  basis  of  the 
information  stated  In  said  apphca- 


tion,  unless  an  order  for  hearing  thereon 
shall  be  issued  upon  request  or  upon  the 
Commission’s  own  motion.  Persons  who 
request  a  hearing  or  advice  as  to  whether 
a  hearing  is  ordered  will  receive  notice 
of  further  developments  in  this  mat¬ 
ter,  including  the  date  of  the  hearing 
(if  ordered)  and  any  postponements 
thereof. 

For  the  Commission,  by  the  Division  of 
Corporate  Regulation,  pursuant  to  dele¬ 
gate  authority. 

[seal]  Theodore  L.  Humes, 

Associate  Secretary. 
|FR  Doc.71-13060  Piled  9-3-71:8:50  ami 

INTERSTATE  COMMERCE 
COMMISSION 

ASSIGNMENT  OF  HEARINGS 

September  1, 1971. 

Cases  assigned  for  hearing,  postpone¬ 
ment,  cancellation  or  oral  argument  ap¬ 
pear  below  and  will  be  published  only 
once.  This  list  contains  prospective  as¬ 
signments  only  and  does  not  include 
cases  previously  assigned  hearing  dates. 
The  hearings  will  be  on  the  issues  as 
presently  reflected  in  the  Official  Docket 
of  the  Commission.  An  attempt  will  be 
made  to  publish  notices  of  cancellation 
of  hearings  as  promptly  as  possible,  but 
interested  parties  should  take  appro¬ 
priate  steps  to  insure  that  they  are  noti¬ 
fied  of  cancellation  or  postponements  of 
hearings  in  which  they  are  interested. 
MC  134838  Sub  1,  SouthcMtern  Transfer  & 
Storage  Co.,  Inc.,  assigned  September  21, 
1971,  at  Atlanta,  Oa.,  hearing  canceled, 
and  application  dismissed. 

MC  129678  Sub  1,  Charlie  D.  Jordan,  as¬ 
signed  October  26,  1971,  in  Federal  Court 
Room,  U.S.  Post  Office  Building,  Elizabeth 
City,  N.C. 

MC-F  11118,  Worster-Michlgan,  Inc. — Pur¬ 
chase  (Portion) — McKee  Lines,  Inc.,  now 
assigned  October  12,  1971,  in  Room  4218 
Federal  Building,  234  Summit  Street, 
Toledo,  OH. 

Finance  Docket  26583,  Detroit  and  Toledo 
Shore  Line  Railroad  Petition  for  Joint  Use 
of  Terminal  Facilities  at  Trenton,  Mich., 
in  Room  4218  Federal  Building,  234  Sum¬ 
mit  Street,  Toledo,  OH,  now  assigned 
October  14, 1971. 

Finance  Docket  26508,  Penn  Central  Trans¬ 
portation  Co.,  Joint  Use  of  Terminal  Fa¬ 
cilities  Detroit  and  Toledo  Shoreline 
Railroad  Co.  at  Monroe,  Mich.,  now  as¬ 
signed  October  18,  1971,  in  Room  4218, 
Federal  Building,  234  Summit  St.,  Toledo, 
OH. 

MC-107295  Sub  281,  Pre-Fab  Transit  Co., 
now  being  assigned  for  hearing  October  26, 
1971,  in  Room  4,  State  Office  Building, 
65  Front  Street,  Columbus,  OH. 
MC-135249,  Clements  Marclnkowskl,  doing 
business  as  Marc  Trucking,  assigned  Sep¬ 
tember  15,  1971,  at  New  York,  N.T.,  appli¬ 
cation  dismissed  and  bearing  canceled. 
MC-1 16763  Sub  176,  Carl  Subler  Trucking, 
Inc.,  now  being  assigned  for  hearing  on 
November  1,  1971,  in  Room  4,  State  Office 
Building,  65  Front  Street,  Coliunbus,  OH. 
MC-129379  Sub  1,  Fidelity  Motor  Bus  Lines, 
Inc.,  now  being  assigned  hearing  on  No¬ 
vember  3,  1971,  In  Room  4,  State  Office 
BuUdlng,  65  Front  Street,  Coliunbus,  OH. 
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MC-128273  Sub  87,  Midwestern  Express,  Inc., 
awlgned  September  22,  1071,  at  Washing¬ 
ton,  D.C,.  Is  canceled  and  reassigned  for 
hearing  on  September  27,  1071,  at  the 
oflBces  of  the  Interstate  Commerce  Com¬ 
mission,  Washington,  D.C. 

MC-107296  Sub  200,  Pre-Fab  Transit  Co.,  now 
being  assigned  for  bearing  on  October  20, 
1071,  In  Room  4,  State  Office  Building,  65 
Front  Street,  Columbus,  Ohio. 

MC-05876  Sub  110,  Anderson  Trucking  Serv¬ 
ice,  Inc.,  now  being  assigned  hearing  Oc¬ 
tober  12,  1071,  In  Room  174,  New  Federal 
Office  Building,  316  North  Robert  Street, 
St.  PavU,  MN. 

MC-108440  Sub  323,  Indianhead  Truck  Line, 
Inc.,  now  being  assigned  for  hearing  on 
October  14,  1971,  In  Room  174,  New  Federal 
Office  Building,  316  North  Robert  Street, 
St.  Paul,  MN. 

MC-1 13855  Sub  237,  International  Transport, 
Inc.,  now  being  assigned  bearing  on  Octo¬ 
ber  13,  1971,  In  Room  174,  New  Federal 
Office  Building,  316  North  Robert  Street, 
St.  Paul,  MN. 

MC-1 11812  Sub  404,  Midwest  Coast  Trans¬ 
port,  Inc.,  now  being  assigned  for  hearing 
on  October  18,  1971,  In  Second  Floor  Meet¬ 
ing  Room.  Minnehaha  Courthouse,  Sixth 
and  Dakota  Avenues,  Sioux  Falls,  SD. 

MC-2473  Sub  15,  Billings  Transfer  Corp.,  Inc., 
now  assigned  October  18,  1971,  in  Room 
B-2231,  26  Federal  Plaza,  New  York,  NY, 

MC-1 11376  Sub  46.  Plrkle  Refrigerated 
Freight  Lines,  Inc.,  now  being  assigned  for 
bearing  on  November  6,  1971,  Room  174, 
New  Federal  Office  Building,  316  North 
Robert  Street,  St.  Paul,  MN. 

MC-114457  Sub  104,  Dart  Transit  Co.,  now 
being  assigned  for  hearing  on  November  1, 
1971,  In  Room  174,  New  Federal  Office 
Building,  318  North  Robert  Street,  St.  Paul, 
MN. 

MC-114467  Sub  105,  Dart  TYanslt  Co.,  now 
being  assigned  for  hearing  on  November  3, 
1971,  In  Room  174,  New  Federal  Office 
Building,  316  North  Robert  Street,  St. 
Pavil,  MN. 

MC-114457  Sub  109,  Dart  Transit  Co.,  now 
being  assigned  for  hearing  on  November  3, 
1971,  in  Room  174,  New  Federal  Office 
Building,  316  North  Robert  Street,  St.  Paul, 
MN. 

[seal]  Robert  L.  Oswald, 

Secretary. 

[FR  Doc.71-13099  Filed  9-3-71:8:53  am] 


FOURTH  SECTION  APPLICATIONS 
FOR  RELIEF 

September  1,  1971. 

Protests  to  the  granting  of  an  appli¬ 
cation  must  be  prepared  in  accordance 
with  Rule  1100.40  of  the  general  rules 
of  practice  (49  CFR  1100.40)  and  filed 
within  15  days  from  the  date  of  pub¬ 
lication  of  this  notice  in  the  Federal 
Register. 

Long-and-Short  Haul 

FSA  No.  42270 — Liquid  Caustic  Soda 
from  Gramercy,  La.  Filed  by  M.  B.  Hart, 
Jr.,  agent  (No.  A6278),  for  Interested 
rail  carriers.  Rates  on  caustic  soda 
(sodium  hydroxide),  liquid  in  tank- 
carloads,  as  described  in  the  application, 
from  Gramercy,  La.,  to  Savannah,  Ga. 

Grounds  for  relief — Market  competi¬ 
tion. 

Tariff — Supplement  199  to  Southern 
Freight  Association,  agent,  tariff  ICC 


S-699.  Rates  are  published  to  become 
effective  on  October  7,  1971. 

By  the  Commission. 

[seal]  Robert  L.  Oswald, 

Secretary. 

JFR  Doc.71-13101  FUed  9-3-71:8:54  am] 


(Notice  744] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

September  1,  1971. 

Synopses  of  orders  entered  pursuant  to 
section  212(b)  of  the  Interstate  Com¬ 
merce  Act,  and  rules  and  regulations 
prescribed  thereunder  (49  CFR  Part 
1132) ,  appear  below: 

As  provided  in  the  Commission’s  spe¬ 
cial  rules  of  practice  any  interested  per¬ 
son  may  file  a  petition  seeking  recon¬ 
sideration  of  the  following  numbered 
proceedings  within  20  days  from  the  date 
of  publication  of  this  notice.  Pursuant 
to  section  17(8)  of  the  Interstate  Com¬ 
merce  Act,  the  filing  of  such  a  petition 
will  postpone  the  effective  date  of  the 
order  in  that  proceeding  pending  its  dis¬ 
position.  The  matters  relied  upon  by  pe¬ 
titioners  must  be  specified  in  their  pe¬ 
titions  with  particularity. 

No.  MC-FC-73073.  By  order  of 
August  27,  1971,  the  Motor  Carrier  Board 
approved  the  transfer  to  Commodore 
Cartage  Co.,  a  corporation.  Dearborn, 
Mich.,  of  Certificate  of  Registration  No. 
MC-98935  (Sub  No.  1),  issued  to  Ken¬ 
neth  K.  Knapp,  doing  business  as  K.  K. 
Knapp,  Lansing,  Mich.,  evidencing  a 
right  to  engage  in  interstate  or  foreign 
commerce,  in  the  transportation  of  cer¬ 
tain  specified  commodities,  solely  within 
the  State  of  Michigan.  Wilhelmina 
Boersma,  attorney,  1600  First  Federal 
Building,  Detroit,  Mich.  48226. 

[  SEAL  ]  Robert  L.  Oswald, 

Secretary. 

[FR  Doc.71-13103  Filed  9-3-71:8:54  am] 


(Notice  744-A] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

September  1, 1971. 

Application  filed  for  temporary  au¬ 
thority  imder  section  210a(b)  in  con¬ 
nection  with  transfer  application  under 
section  212(b)  and  Transfer  Rules,  49 
CFR  Part  1132: 

No.  MC-FC-73167.  By  application  filed 
August  27,  1971,  EVELYN  MUELLER, 
doing  business  as  EVELYN  MUELLER 
TRUCKING.  1605  South  Shiloh  Road, 
Sturgeon  Bay,  WI 54235,  seeks  temporary 
authority  to  lease  the  operating  rights 
of  THE  AHNAPEE  AND  WESTERN 
TRANSPORTATION  CO.,  2148  Shawano 
Avenue,  Post  Office  Box  3630,  Green  Bay, 
WI  54303,  under  section  210a(b).  The 
transfer  to  EVELYN  MUELLER,  doing 
business  as  EVELYN  MUELLER 
TRUCKING,  of  the  operating  rights 
of  THE  AHNAPEE  AND  WESTERN 


TRANSPORTATION  CO.,  is  presently 
pending. 

By  the  Commission. 

[seal]  Robert  L.  Oswald, 

Secretary. 

[FR  Doc.71-13104  Filed  9-3-71:8:54  am] 
(Notice  744-B] 

MOTOR  CARRIER  TRANSFER 
PROCEEDINGS 

September  1,  1971. 

Application  filed  for  temporary  au¬ 
thority  under  section  210a(ja)  in  con¬ 
nection  with  transfer  application  under 
section  212(b)  and  Transfer  Rules,  49 
CFR  Part  1132: 

No.  MC-FC  72940.  By  application  filed 
August  27,  1971,  IRA  L.  ERWIN,  doing 
business  as  ERWIN  TRUCKING,  7728  F 
Street,  Omaha,  NE  68127,  seeks  tempo¬ 
rary  authority  to  lease  the  operating 
rights  of  ACE  LINES,  INC.,  4143  East 
43d  Street,  Des  Moines,  lA  50317,  under 
section  210a(b).  The  transfer  to  IRA 
L.  ERWIN,  doing  buisenss  as  ERWIN 
TRUCKING,  of  the  operating  rights  of 
ACE  LINES,  INC.,  is  presently  pending. 

By  the  Commission. 

[seal]  Robert  L.  Oswald, 

Secretary. 

(PR  Doc.71-13105  Piled  9-3-71:8:54  am] 

(Rev.  S.O.  994:  ICC  Order  61  ] 

NEW  YORK,  SUSQUEHANNA  AND 
WESTERN  RAILROAD  CO. 

-Rerouting  or  Diversion  of  Traffic 

In  the  opinion  of  R.  D.  Pfahler,  agent. 
New  York  Susquehanna,  and  Western 
Railroad  Co.  is  unable  to  transport  traffic 
over  its  line  between  Butler,  N.J.,  and 
Oak  Ridge,  N.J.,  because  of  floods  and 
track  damage. 

It  is  ordered.  That: 

(a)  Rerouting  traffic.  The  New  York, 
Susquehanna,  and  Western  Railroad  Co., 
being  unable  to  transport  traffic  over  its 
line  between  Butler,  N.J.,  and  Oak  Ridge, 
N.J.,  because  of  fioods  and  track  damage, 
that  carrier  and  its  connections  are 
hereby  authorized  to  reroute  or  divert 
such  traffic  via  any  available  route  to 
expedite  the  movement.  The  billing  cov¬ 
ering  all  such  cars  rerouted  shall  carry 
a  reference  to  this  order  as  authority  for 
the  rerouting. 

(b)  Concurrence  of  receiving  roads  to 
be  obtained.  The  railroad  desiring  to  di¬ 
vert  or  reroute  traffiic  imder  this  order 
shall  receive  the  concurrence  of  other 
railroads  to  which  such  traffic  is  to  be  di¬ 
verted  or  rerouted,  before  the  rerouting 
or  diversion  is  ordered. 

(c)  Notification  to  shippers.  Each  car¬ 
rier  rerouting  cars  in  accordance  with 
this  order  shall  notify  each  shipper  at 
the  time  each  car  is  rerouted  or  diverted 
and  shall  furnish  to  such  shipper  the 
new  routing  provided  under  this  order. 
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(d)  Inasmuch  as  the  diversion  or  re¬ 
routing  of  traffic  is  deemed  to  be  due 
to  carrier  disability,  the  rates  applicable 
to  traffic  diverted  or  rerouted  by  said 
agent  shall  be  the  rates  which  were  ap¬ 
plicable  at  the  time  of  shipment  on  the 
shipments  as  originally  routed. 

(e)  In  executing  the  directions  of  the 
Commission  and  of  such  agent  provided 
for  in  this  order,  the  common  carriers 
involved  shall  proceed  even  though  no 
contracts,  agreemaits,  or  arrangements 
now  exist  between  them  with  reference  to 
the  divisions  of  the  rates  of  transporta¬ 
tion  applicable  to  said  traffic.  Divisions 
shall  be,  during  the  time  this  order  re¬ 
mains  in  force,  those  voluntarily  agreed 
upon  by  and  between  said  carriers;  or 
upon  failure  of  the  carriers  to  so  agree, 
said  divisions  shall  be  those  hereafter 
fixed  by  the  Commission  in  accordance 
with  pertinent  authority  conferred  upon 
it  by  the  Interstate  Commerce  Act. 

(f )  Effective  date.  This  order  shall  be¬ 
come  effective  at  1:30  p.m.,  August  30, 
1971. 

(g)  Expiration  date.  This  order  shall 
expire  at  11:59  p.m.,  September  24,  1971, 
unless  otherwise  modified,  changed,  or 
suspended. 

It  is  further  ordered.  That  this  order 
shall  be  served  upon  the  Association  of 
American  Railroads,  Car  Service  Divi¬ 
sion,  as  agent  of  all  railroads  subscribing 
to  the  car  service  and  car  hire  agreement 
under  the  terms  of  that  agreement,  and 
upon  the  American  Short  Line  Railroad 
Association;  and  that  it  be  filed  with  the 
Director,  Office  of  the  Federal  Register. 

Issued  at  Washington,  D.C.,  August  30, 
1971. 

Interstate  Commerce 
Commission, 

[SEAL]  R.  D.  Pfahler, 

Agent. 

IPB  Doc.71-13102  PUed  9-3-71:8:64  am] 


[No.  MC-F-112271 

PINTER  BROS.,  INC.,  AND 
SCHOENFELD’S  EXPRESS,  INC. 

Application  To  Purchase  Certain 
Motor-Carrier  Properties 

At  a  session  of  the  Interstate  Com¬ 
merce  Commission,  Review  Board  No. 


5,  held  at  its  office  in  Washington,  D.C., 
on  the  29th  day  of  July  1971. 

It  appearing  that  by  application  filed 
July  8,  1971,  authority  is  sought  under 
section  5  of  the  Interstate  Commerce 
Act,  for  Pinter  Bros.,  Inc.,  herein  called 
lessee,  of  Deer  Park,  N.Y.,  to  purchase 
certain  of  the  motor-carrier  properties 
of  Schoenf eld’s  Express,  Inc.,  herein 
called  lessor,  also  of  New  York,  N.Y., 
and  for  Joseph  A.  Pinter,  of  Bright- 
water,  N.Y,,  to  acquire  control  of  the 
said  properties  through  the  transaction; 
and  that,  by  separate  application,  also 
filed  July  8,  1971  approval  is  sought 
under  section  210a(b)  for  the  temporary 
operation  of  the  said  properties  by 
lessee;  and 

It  further  appearing  that  failure  to 
grant  such  temporary  approval  may  re¬ 
sult  in  destruction  of,  or  injury  to,  the 
said  properties,  or  interfere  substantially 
with  their  future  usefulness  in  the  per¬ 
formance  of  adequate  and  continuous 
service  to  the  public;  and 

It  further  appearing  that  action  on 
the  application  imder  section  210a(b)  in 
less  than  10  days  from  the  date  of  pub¬ 
lication  of  notice  in  the  Federal  Regis¬ 
ter  is  necessary,  as  provided  in  Rule 
240(d)  (5)  of  the  general  rules  of  prac¬ 
tice  of  the  Commission  (49  CFR 
§  1100.240),  in  view  of  lessor’s  in¬ 
ability  to  maintain  necessary  insurance 
coverage. 

It  is  ordered.  That  the  said  application 
under  section  210a(b)  be,  and  it  is  here¬ 
by,  granted,  and  that  lessee  be,  and  it 
is  hereby,  authorized  to  lease  the  said 
motor-carrier  properties  of  lessor,  and 
if  the  lease  is  consummated,  and  during 
the  period  the  lease  is  effective,  to  con¬ 
tinue  the  operation  in  interstate  or 
foreign  commerce  lawfully  conducted 
by  lessor  under  a  certificate  of  regis¬ 
tration  in  No.  MC-98680  (Sub-No.  1), 
issued  November  7,  1963,  as  supported 
by  certificate  of  public  convenience  and 
necessity  No.  1982,  in  case  No.  3205, 
dated  May  25,  1953,  issued  by  the  New 
York  Public  Service  Commission,  for  a 
period  not  exceeding  180  days,  begin¬ 
ning  with  the  date  hereof,  unless  other¬ 
wise  ordered,  at  a  total  rental  of  $300 


per  month,  and  upon  terms  and  con¬ 
ditions  otherwise  as  provided  in  the 
lease  agreement  filed  i^th  the  said  ap¬ 
plication  under  section  210a(b). 

It  is  further  ordered.  That  this  order 
shall  be  of  no  force  and  effect  unless, 
within  30  days  from  the  date  hereof, 
lessee  shall  have  (1)  complied  with  sec¬ 
tions  215,  217,  and  221(c)  of  the  act, 
and  rules  and  regulations  prescribed 
thereimder;  (2)  instituted  operations 
pursuant  to  this  order;  and  (3)  con¬ 
firmed,  in  writing,  to  the  Commission, 
immediately  upon  commencement  of 
operations,  the  date  operations  were 
commenced. 

It  is  further  ordered.  That  operations 
imder  the  authority  herein  granted  shall 
not  prejudice  such  rights  as  lessor  may 
have  to  appropriate  operating  authority 
issued  or  issuable  under  the  act;  and 

It  is  further  ordered.  That  nothing 
herein  contained  shall  be  construed  as  a 
determination  of  the  rights  of  any  per¬ 
son  or  persons  imder  any  section  of  the 
act,  except  section  210a  thereof  as  ex¬ 
pressly  determined  herein,  or  as  creating 
a  presumption  as  to  the  action  which 
may  be  taken  on  the  said  application 
under  section  5. 

Safety  conditions.  The  grant  of  tem¬ 
porary  authority  under  section  210a(b) 
is  discretionary  with  the  Commission 
and  is  based  upon  presumed  mainte¬ 
nance  by  grantee  of  such  authority  of 
satisfactory  compliance  with  the  Motor 
Carrier  Safety  Regulations  of  the  Fed¬ 
eral  Highway  Administration  (Depart¬ 
ment  of  Transportation).  Failure 
adequately  to  meet  such  safety  require¬ 
ments  may  result  in  termination  of  the 
temporary  authority  denial  of  the  re¬ 
lated  application  under  section  5  of  the 
act,  or  in  institution  of  proceedings  un¬ 
der  sections  204(c)  and  212(a)  looking 
toward  suspension  or  revocation  of 
grantee’s  operating  rights,  including 
those  which  may  be  acquired  under  sec¬ 
tion  5. 

By  the  Commission,  Review  Board 
No.  5. 

[SEAL]  Robert  L.  Oswald, 

Secretary, 

[FR  Doc.71-13100  Filed  9-3-71:8:64  am] 
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